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PREFACE. 



I 



Of aJl tlie phenomena that iufluence the well-being of Socioty 
none are more personal or awake a livelier iutereet than those 
tbat aSect the valué of tlie circulAting mudiom, espeoially in 
conntrieH wbere inoonvertible paper-inoney ia employed, and 
wheTR the unoeosÍQ); oacillatiaas of its valae froiu da,y to day, 
and almoBt f rgm liotir to liour, afford a perennial theme foT end- 
lesa Qonjeoture and apeciUatíon. 

No one thAt haa solfered or profited from the alteroatíve 
depceciation and appreoiation of our circulating médium could 
bave failed at aome time or other to Bpeculate more ot lesa 
vag'uel}' on the true causea that glve riae to Buch instabüitjof 
valué, vithout, however, g«nerallf auocHedin^ in arriTÍn); at any 
satisfactory oonoluaion, and unding nauallj in attñbuting all 
Buch variationa to the influeaco oí extraordinary rather thon 
natural cauíieB, and of seeking the explanation of the incompre- 
hensible bf the aid of the BuperimtumJ. 

To Buch reasoDB mast be attributed the oxüeaaivo proniinenüB 
that ia credit«d to the inHuenue of Speculatíon and Politica on 
the valne ot the ourrenuy, wbilst the intelli^nt aualysis of the 
real causee that alone can affeot it in a pemmnent manner lias 
been almost eatirel; neglected. 

A praotio»! acquaintance in the pursuit of iny prof eesion with the 
unaorpasaed natural reaourcea of BraEil not only f orced upon my 
oonviction the ultímate eplendid destiny of auoh a couutry, bat 
impreased upon my mind the anomaty preaented by the oontrnat 
oí ita individuul proapedty and reaouroes with the mttional 
economical and flnanuial disorganiaatien, and orijtinated a lívely 
desire to acquire a poaitive conoeption of the oanaea by which it 
has been evolved. 

The diacuaaion oríginated by the Presa of Bio Janeiro aome 
two yeara ago in relation to the eitraordinary depreciation of 
the ourrency afforded little real infoiinatiaii ou the aubject ; 
whilat the opiniona of the different nicrcantile authoritiea con- 
anlted, when not limited to ouuaideratíona of a metaphyaioal 
nature, aight be aununed up in the dei;lamtÍon that exchange 
feU becanae it did not riae. 



Aq independent ínrestigatioB appeiired, thorefurK, indispeiu- 
able if the reaaon of the vhjr and the irheref ore of tfae unceasing 
Toriattona of exchan^were to b« erersatisfactOTilyaccoiiiited for, 

A preliminnry myestigation quiokly eonvinced me of tlie abso- 
luto neceasit; of dísaboBing my mind of all prMonceived ideaa 
aa to the prauÍHa and invariablo nature of the sequonce of 
ooonomioal phenomena aa acqnired frotii an aramaiutanoe with 
tha ralea and methoda deduoed by Politioal Economy from the 
almost exalusiTe obaervatioa of the pheaomena that correa- 
púud to metallio or convertible currencies ; and that an inde- 
pendent analyeia of the manner and method in wbich eaoh 
sepárate peal canae inflnenoes the valne ot the carrency, and íb 
in tnm reacted-npon, vaa indiapensabla before any poaitive 
úonclnsion coold be reacbed. 

1*0 thia end ít waa neoeBsary fint of aíl to collect the requisite 
statistioB relativo to oU the diSerent factora that eicercise an 
influence on the vílue of the circulatinij' medinia for a períod 
■uffloiently embracing- to aSord a secure baaie on whiah to 
found eonclnsiona. 

Thia alone waa no mean taak ; eapecially in a aiaall and remote 
place'lifce Rio Grande, where few archives or workB of reforenoe 
are to be found ; whilat the minnte investigation of the few olEcial 
BtatiaticB available conclusively demonatrated tha uselesaness of 
dttempting to make any use of them nntil they had been 
tboroughiy reviaed and corrected, and theíi valaei all reduced 
to that of an invariable atandard. 

The pociod aelected (or analysis eitends from 1B60 to IBW, 
and embracea tha oeonomica! movement of thirty-fiva yaara. 
Theae thirty-five ysars reaolve theraselves into bík distinct 
periods, duriag which exchange, or the valué of the ourrenoy, 
wae almost imiformly riaing or fatlinfr. 

The problem that theae sis periods present for solution ia ; — 
Qiven the indisputahle fael of ihe average valué Ihaí the cumney 
actually atlained durínj each period, «ihat vrere íhe real caviel 
Ihaí lead to the Teapeelive appreciation or deprecialvm ín each cosa? 

If this can be aatisfaotorily aettled it beoomea possible to draw 
poaitive dedactiona on to the inflaence that similar canses miist 
aotually be exeroiainj^, aad the detecmination of the oaoillationa 
of the valué of the circalating' mediuia in the immediate fnture 
then beeomea a mare matter of oalcnlation, were its factora 
aimultaneoUHly determined. 

Although the latter is iiapo39Íble, beonuje Bush factora a mnat 
be preeimly determinad even for the present, yat the appreoiation 
of the manner in which the valué of the ourrency is likely to be 
attected will generally provo to oorreepond very cltaely with 




faote, nniesa Eome important element has been oTerlooked; and, 
in-»araely, the knovrledge of the i d variable effects produoed by 
deteimiDed causea may asaiat ua to minimize or neutralice the 
inflnenoe of causea we cannot whoily aiatrül. 

The probleni íb dual; and before the manner in which tUe 
ultímate valué of the currency has been determined for anch 
sepárate period can be cecogniied, the valué and infliience of 
eacJi sepárate factor that oiercÍBea an influenoe on both int*rna- 
tional eichange and on tho local valué of the currency reapeot- 
ively tnuHt be determined. 

Snoh an undertaking- involvea, on the one hand, the de(«rmi- 
nation of the balance of intenuitional pajiuents, or the oountry'a 
onnual Activo and Paaaiiia, and, oa the other not only the 
quantity of paper-niooey in eirculation, bnt ita coefHcient per 
capita for eacb sepárate year of the aii periods onder analysiB. 

To anive at the valué of the annual credit or Activo it íb ne- 
ceasary to dotermine that of all valúes receivable, íncludiDg 
exporta, capital imported for pennanent employment in the 
country whether publío or prívate, and the exportation of bnllion, 
securities and other valúes. The tirst can be determined by 
meana of the cuatoiua rcturns ; but the queationable nature of 
the local statiatiCB of (oreign trade, adniitted bj coiupetant 
local authorítiea, made it necessary to compare the resulta thim 
obtained with those of the appraiaements of Brasilian trade by 
foreÍBH cuatoma. The valué of capital imported in the ahape 
of pubUc loana, or for public Companiea, haa been lilcewise 
determined, but that imported privately ia nndetermi noble, aa 
alao the amount of buUion exported for which no reliablc 
statistiCB ezíat. 

To oonstitute the annual debit or Pa$tivo ít ¡s necesaary to 
determine the annual vahíe of the intereat and amortlzation of 
public and prívate foreígn debts, the dividends and profita of 
foreign public compauiee, and of all forei^ capital employsd 
in tha country, oa weU as that of prívate remittancea, of the 
bullion imported, and last but not leaat, of all imported mer- 
chandize. It íb impoaeible to determine the valuó of pñvate 
remittancea, whilat that uf bullion imported ia also undetermin- 
able (rom lack of proper etatiatics. The determination of the 
other factoTS ía merely a matter of laboui and patience, 

When once these factora of international payments have been 
determinad ít can be deoided whether or no the balance has 
been favourable or the reverse, and ita inflnence on the valne 
of the currency be recuguízed. The factora that still nuoatn 
to be determined in order to appreciate the manncr in which 
the local valne of the currency has been iuflueuoed for eaoh 




perUxl are, then, the quantity oí paper monej in oircnlation 
and ita ooefflcient. Thia has bc^n dono by obtainjii); tbe qnui- 
tit; of both treasurj and b&nk notes ia oiraulation for eoch 
BHparato je&r. The popttlation has libewise been dotermiiied 
bj allowing an annnai onucoumulative mcreaae of 2J per cent. 
lóuoe tbe last ccnauB in 1872. Somu of the oonolusinna to which 
the atudy of the atatiatics ennumerat^ ineritablf lead are of 
the moat iiitoi«eting ajid often nnexpocted chnracter. Apropot, 
the deduotioiiB aa re^rda the inflnuii'» exerciatMl by the depre- 
ciación of the currencj on the valué of merchandizo iuiported 
and ezported ma; be pointed ont aa entirely opposed to Kenenüly 
accepted ideaa on the Biibject. 

When the analjais of the diflerent factors sJid their influence 
aa the valué of the carrency was at length completad., it became 
neoeasary to accoont for the variatious in the vaJue of the 
ciiFreno]r by application of the rules deduced to actual facta. 
It then become evident that no theory that ia autually curreut 
as regarda the ori^in of the valne of inconvertible paper-money 
oould by any ingenwitj be brought to invariably Hccouat for 
the riae and f aU of eichange, and thatthere Tveremany laeiWaíioiii 
for tehick no explnnation finild hf giren. 

It was, therefore, unavoiduble to either attempt tu coustruct 
a uew theory, or abandon^tlie hope of arriving at a logical ap- 
preciation of the causea of the depreeiation of the currency. 

The inveatigation of theae niattiira coulJ not be effeeted 
withont a ainiultaneona apprepíation iif the flnancial equili- 
briTun and the causea that have diaturbed it. 

The conviotion with which I atarted on thia inveatigation, 
that uo mibapprehenaioQ aa to tbe futore af so vaat and pro- 
ductive a country need he entertained, has not been disturbed, 
bnt strengthened and accentuated by the logio of niunbera. The 
economical and fiaanoial disastera of the paat aro bnt the con- 
sequenoe of the imperfect comprehonsion of eeonomic phenomena, 
and eau be eaaily remedied, and the countiy launi^hed perma- 
nentl; onthe tídeof irresistible progresa, ií BranilJana themeelves 
will but take tbe trouble to recognize the true causes of the 
eoonomioa! and finnncial diffioultiea that afflict them, and then 
resolntely appij the onre. 

The almoat total abaence of statistics in an impoitant and 
progreaaive country ia an anoniaty and an evil. It haa ah'eady 
led to false deduutions and to mistaren praotice in the past, 
aa it must in the fnture. Few have either the time di- the 
inolination to devote yeara to collecting the atatiatíca neoesaary 
to snbetantiate their oonclusioiis, and much labour migbt have 
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been spared to the autlior were as mucli importanco íittached 
to commercial statistics as to other factors of scientific investi- 
gation. It may, theref ore, be permitted to urge on the attention 
if the competent authorities the necessity of realizipg this 
desiderátum ; and if the work I now havfe the honor of offering 
to the public result merely in some reform in this respect, and 
is of some assistance in enabling others to arrive at positivo 
conclusions as regards the causes that have provoked the fínancial 
and económica! dehacle, the labour it has entailed will have been 
neither lost ñor misappreciated. I feel pleasure in recording 
the obligation I am under to the excellent statistics published 
by the Jornal do Commercio of Rio de Janeiro in its annual 
retrospect, without which it is doubtful if the compilation of 
the indispensable statistics would have been possible. These 
statistics, of which only a summary or average for each parti- 
cular period is given, are too voluminous for publication in 
detail. It may be added that it is not pretended that absolute 
accuracy has been obtained; that is probably impossible for 
statistics of this character extending back so many years, or at 
any rate could only be realized by the labour of many years and 
with access to more ampie sources of information. 

Rio Grande, l8t March 1896. 
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BRKZILIKN EXCHffiNGE 



THB.STUDY OF SN ¡tíCOMERTIBLE CURRENCV. 



INTRODUCTION. 



The contnwliutory opiniona nnd theorioj c iivront aniongat evcii 
tbe beat informed aa to the causea thnt have produGtsd and per- 
petúate the sKtraordinary depreoiation of the currenay, and 
[ atill continué to ukuae violent oscillatioaa in vntue, are ohiefiy 
Ine to the faiüng to perceive the ri>aI1y dnal nature of exchan^, 
ta quoted In thíe luarket, iu whioh the aotion of two rpnlly dia- 
1 tinct factora ia alinoat iueitricably oonfutied. 

Bxohan^, oa quoted ¡a Brasil, really oonaistn oC two distiuct 
alementajeachof which infloencea the valué of the currenuy in a 
distmctly diEíereat monner. One, the Real oc iutemationaj. 
exchange, corresponda to the varíatioaa of international 
payment»! the ofher, or Nominal EioViange, vanea with the 
ratio of the supply to the deraond for the cicuulatiní^ médium. 

The dual nature of Eichange ia better comprehended in 

Buenos Airea, where the aanie ooufuaion doea not exiat, owing to 

I tbe isolation of the two Eichangea, inturnational or real £x- 

liiohonge being alone quoted in pence or franca per gold doUar 

I (paso), and thia sold on 'clmnge for omrenoy, the differenae 

I between the nominal valué and the priiie realiitd beias temied 

■ the preniiuin os gold. Thua the par or noniinal valae oC au 

Z ¿xgentine doltur (peso) i» 47i pence, and inturnational Kk- 

koliAn^ oa:;ÍUatea betweun 4S.668d. and 46,582d. a variation of 

BáI2 % above and below par; whílat the premiam on gold, or 

aal Exohange, may ha aDjthing from zero npnards, and 

I aeveral timea reached 300 per oeut. ! 

The fuaion of the two diHerent eKohan|^« in a aingle quo- 

)n, uaual iu Brazil, undouhttdly ohatnres and oonfusea the 

perceptioQ of the true causes tliat opérate the depreciation of 

the cnrrancy aiid o?cilIatioQa in ¡ta vaUíe, renderio? it difficult. 
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and often almost itnposaible, to distin^uish what proportion is 
dne to the variationa. of International Exchange, and what to 
the local depreciation of the cnrrency, or Nominal Exchange. 

It iSjhowever, absolutely indispensable, in order to form a clear 
idea of the phenomena of Brazilian Exchange, to arrive at a 
distinct and positivo conception of the existence and nature of 
these two factors of the valué of the currency ; as it is evident 
that every variation of the market rate of Exchange must be 
either the resultant of these distinct forces acting in a similar 
or contrary direction ; and, conaequenfcly, that each factor must 
be separately analysed, and its range and method of action 
determined, before the combined effect of both, which deter- 
mines the currentor market rate of Exchange, can be properly 
considered. 

Sinoe the preceding lines were written the annual report of 
the Minister of Finance (Dr. Eodriguez Alvez), for 1894 has 
come to hand, f rom which the f ollowing extract is taken : — 

" Those who, like Goschen, teach that Exchange is a barome- 
ter that indicates unerringly the state of the money-market, 
the solidity of credit, the rate of discount, and the compara- 
tivo condition of the currency in different countries, will find 
some difficulty in applying their rules to the markets of this 
country. We observe, what is moreover the rule, local quota- 
tions of securities well maintained, and foreign quotations 
rising, with fair sales for export, and withal Exchange falling, 
and sometimos, as has been lately noticed, the price of ooffee 
falling likewise." 

It would be difficult to find a more interesting or better illus- 
tration of the misconceptions that result from the custóm of 
regarding the market quotation of exchange as the equivalent 
of the International exchange, to which Goschen refers, and 
which is the only exchange usual in European countries. 

If the necessary distinction be made between nominal and real^ 
or International, exchange, no difficulty will be encountered in 
reconciling the apparent contradictions, that Dr. Rodríguez 
Alves discovers, with the oscillations of the market rate of 
exchange; and the varíations of international exchange may 
then,in Brazil, as elsewhere, continué to serve as the "barometer 
of its financial and economical condition," without the chance 
of falling into error, as Dr. R. Alves states, in "pretendingto 
apply to this country the rules observed or foUowed in Europe :** 
truly a rídiculous presumption ! 

It cannot be disputed that simultaneous causes may be at 
work, some of which tend to deprecíate, and others to raise the 
valué of the currency and rate of exchange, and that the ulti- 
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mate or market rate will depend on the relatlve importance of 
oñe and the other. Thus, a favourable balance of international 
payment3 may be causing exchange to rise, whilst a new emis- 
sion of paper money may be simultaneously provoking a f all ; if 
the influence of the fírst «rere the more powerf ul the market 
rate would rise, and vice versa. 

The improvement of international exchange would react on 
foreign credit, which depends not only on the foreign demand 
for securities of all kinds, but also on the ability of the debtor 
to meet his engagements, which improves with a ri^ing rate of 
exchange; consequently, the foreign demand for Brazilian 
securities would show a tendency to improve. 

The favourable state of international payments, even if it be 
the exclusive result of an increased volume of exports, may be 
simultaneous with a positivo fall in the prices of certain deter- 
mined products, and even of the most important staple, coffee, 
and in fact has often been so, the fall in price, oonsequent on 
the increased supply, being compensated by the increase of its 
aggregate valué. 

A rise in international Exchange must tend to improve the 
local valué of the currency, when the supply of the circulating 
médium would exceedthe demand, and exchange would conse- 
quently fall again unless this were corrected by the automatic 
regulator provided by the increased demand for, and rise in the 
prices of local securities, or a fall in the rate of discount, or both. 

If, however, the rise in international exchange is, as we have 
assumed, accompanied by a simultaneous and yet greater fall in 
nominal exchange, or the local valué of the currency, in conse- 
quence of some alteration in either the supply or demand for 
the circulating médium, the depreciation from this cause would 
exceed the appreciation caused by the improvement in interna- 
tional exchange, and the market rato of exchange would fall. 

The fall in the rate of exchange would then be an effect of 
the alteration of the relation of supply and demand for the cir- 
culating médium and not a cause; consequently, the demand for 
local securities and the rate of discount would be unaltered, 
sustained or weak as before, with a tendency to firmness if the 
fall in exchange were the exclusive result of emission of paper 
money on a largo scale, as the inevitable speculation that would 
ensue would raise the prices of all securities, at least temporarily . 
Admitting the distinct influence of each of the two exchanges, 
there is then no difficulty in concUiating the phenomena of " well 
sustained local and foreign quotations of securities and steady 
sales for export with a falling rate of exchange, and some 
times with falling prices of ooffee itself," ñor yet of explaining 
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these apparent contradictions "by the same rules followed 
in European markets." 

It cannot be denied that Speculation can, and does, frequently 
affect not only the rate of exchange, but the relations of supply 
anddemand of everydescription. Its influence, however, onprices, 
as on the valué of the currency, can only be lasting so long as it 
responds to some real or positivo cause f or an improvement or 
the reverse. 

Before, therefore, the theory that attributes to speculation 
almost exclusively the present depreciation of the currency, or 
a great share of it, can be accepted, it is necessary to prove by 
something better than mere conjectures that " Exchange," as 
Dr. Eodriguez Alves elsewhere states, " is not at present the 
indicator of our true economical situation, but merely reflects 
the movement of our daily transactions in obedience to va- 
rious perturbing causes/* a statement which appears to be 
absolutely self-oontradictory. 
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Real or International Exchange 



PART [. 

Real or intemational exchnng^ ¡b düterinlned Bololj by the 

vuriationa ai intemational paymeota, and dependa exGlusiTely on 

tho pro or coníro oí the balance betweeu tbe animal credit and 

debit acconnt of the country with oU other foreign countríi» 

I with whioh it holda reJations. 

Thia eqoilibriuní must not, as Goschen points out in hia 
"Theory of íoreipfn Eichangea," be oonfounded with the ex.- 
' ploded theor; of the ao callad balance of trade : — 

"l'he error" saya Goschen, " ia fceqiiently committed of imog- 

I iniug that intematioiial dtbta ariae solely from the impor- 

] tation of merchondiae, and of coneideríng the balance oÍ trade 

I parel; as a mattur o! importation and exportation, a simple 

indei of the excass of one over the other." " It is neoeaaary, 

however. to examine more olosely tbe tronsactions elfected 

[ betwean two countries before forming nn opinión aa to their 

mutual indebtednesB. ,It will be fouad, oD atudyintc the matter, 

that tbis situation does not result eo muuh from tho respeu- 

eichanife of productí, a» from the relation hetween the 

I tottU eipendíture of each with the other, be it for the payment 

I of produota, tor thu purohase ot sharea or honda, for the aettlemeat 

I of profita and commisBiolií, or for the eipenditore ot residente 

I abroad, úT iiavelleraj in aword, for all the paymentsorproniises 

I to pay dne in each country. The Íd«B of Dtbt, in itself, ahould 

e loBt aij^ht of ; it is the engagement undertaken that we inuat 

I conaiderj and this ungagement produces idontical effucta what' 

ever may be ita origin. " 

"Paymenta dne fiom one country to another, whataver be 

I their objeet, have prcciaely tbe same effect as direct paymenta 

I lor importa, ao that the reeiprocal deblí o/ tvio coantria may 

or leas balance, althotigh one has ÍMporltd inu«l( more 

I vmTcliandiit than il hai fMmiíhed iii exckange." 

a aimilar spirit Teaserenc du Bord remarka that " L» bu- 
I lance du Commerca, qui n'eat pas renfermée dans lea ohilFrea 
I de douane, ae uompose d'une fonie d'élémentB." 

It ia then, the see-^aw of thia eqnilibiium between the annual 
I intematioiial£ebit(PaBaivo) and Credit ( Activo) which couiprisea 
a one hand all deacríptiana of paymenta dae on accoant of 
[ intareet and amortiaationa of priíate or public foreign debta, the 
I guarantei> of intereat on foreii^ capital, dividends and privnte 
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remittanceB of uli kinds, and all biiUion imd valiics imported, 
when the fonner Ib not intended to be pennanently employod in 
the country as tresh capital, as well as tlio valué crf all iinported 
lueFchandise, and, on the otbor hand, aJl payments receivable on 
account of exporta oí all deBcriptions, includiag merchandiee, 
bnllion, and securities, and the valué of all foreign capital im- 
ported in the ehape of loans, or othecwise, fur perra aneut employ- 
ment in the conntry, that determínei the relation of the demand 
and BUpply ot bilis, and regnlates the variationa of intemational 
exehang^ ; «hich will he at par when they balance, favourahle 
when the Credit exceeda the Dehit, and rrce-t'erra. 

Without pretendiog to be able to collect all the innimierable 
ifcilo. indispenaible to he abletoatrike a preeiae balance, and 
determine experimentAlIj the oacillations that thia eqttilibriaui 
must haré experienced in the paat, it appeara poasihle to approxi- 
mately determine the valué «f the moat important factora, and 
to deiuonatrate their action In determining the valué oí the aur- 
rency. and, inveraely, to determine the real causea that oan alone 
affeot ita valué in the fnture. 

The oacillationa of intemational exebange are, then, deter- 
mined aolely hy the anpply and demand for bilis in the market, 
and only tranaitorily hy Speculation, or other inñuencea. that 
have no real cause for their basis, 

When there ¡8 little ornobntlionayailableforeiportthe whole 
of the foreign engagementa, which conatitnte the annual Dehit 
or Passivo, iDuat be inet hy Exporta alone, unlesa Hupplemented 
hy the proeeeda of loana or other foreiga Capital. 

A ^neral impreeaion ia current, eapecially in mercantile oír- 
cíes, that the real canse of the almoat chroaic depreciation of 
the curreaoj ja to he traced to an equally chronio exceaa of im- 
porta over exporta ; and that tbis diaeqnilibríum has not only 
alwaya exiated, bnt that it ia incBiiabte, beeause national pro- 
duction is insuffioient to satiafy local oonaumptiou and the 
demand for indispenE»ble forei)fn imported commuditiea oe well ; 
whilat it is believed tliat the real cause of the periódica! necessity 
of recurrence to foreign credit is to be traced to the neoesaity oí 
mafcin^ )^úod the deSeit thna created, and the only remedy to l)e 
the redaction of the valué of importa, by development oí local 
mouufacturca. 

ITiia aurvival of the antiqualed theory of the balance of trade 
would he Ecarcely wurth uontradiotion, eren if it amonnla to a 
virtual confeasion of national banltruptcy, were it not that any 
attempt to reduce ita principlea to practiae by atill further ex- 
aggeration of proteotive poUcy ia calculated to render the aitu^ 
tion, already ¡"Uffioiently criticiil, atill more danfferona. 
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It Beeima olear, and shcmld be especiaUy so in memantile dr- 
clea, where the balance of trad[> tlieory íh clung-to with so 
much pertinocitj.that each jear*» íntemaHonal operationa mus!, 
with trifling exceptiona, be aniiually 1Í4UÍdaI«d, and tliat, coaee- 
quentlj, exporta muít, with or without tbe adventitioua aid of 
foreign capital, suiSi» to pay not oiily for all imported {>;oodB, 
but likewiae to aatifify all olher foreign engagemente, or Bome 
must cemain tmpaid. 

Tiíat National resoiirees bavo to the prcaent Bnffl-ied, with the 
aid of f oreign capital , t« eatisfy all f oreiifn deixiiuids or obliga- 
tioBB ia indiapntablfi, as that thej rallat oontiiine to do bo wero 
no aagistance frora foreign capital to be obtained. 

Wbat therefore di'oianda investigation ia the origin ot the 
debt or déficit ; whether it Íh, aa the supportera of the "balance 
of trade" aseert. the effecí of an inevitable ejcceas oEimports, or 
whether it íh not rather the ciuse of that eitcesH, and the efTeet 
oí a diítinctly different series of phenomena, the failure to 
reaUze an eqnilibrium hetween local expenditure and revenne. 

The economícal EÍtuatiotí ma; beexcellent whilst the fiuancial 
ia dÍBoc^anized ; the lialance of intemational paymenta be 
imdeaiably favouKble whilst administrative déficits make an 
appeal to omdit inevitable. The moiety of eavin^pi thus Betfree, 
by the BUbstitution of foreÍKn credít for taxation, will Btill 
fnrther increase the demand for importa, which will pereiat 
BO long aa foreign loans continué to be regarded as legítiuiate 
Bubatitutes for ordinary revenne and taiation. 

Thftt there, however, ia absolutelj no ground for the popular 
coDviction that the valué of importa ia ohronically in eiceas of 
that of exporta ia eaaily proved by referenoe to the relative 
atatisticafot the laet 35 yeara. 
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1B70-1875 


1247. 117 
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931. 208. OOOS 


74. 6% 
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1B76— 1885 


1952. 568 


2663 


1739. 914; OOOÍ 


91,4% 
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18E6- 18B9 


913. 549 


029 S 


814. 047: 927? 


89. 1 % 
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1890-1892 


796. 601 


767 í 


849. 240: 425? 


106.6% 




1B93 


291. 830 


271 í 


271. 564: 457S 


77. 2% 




649. 452 


054Í 


6788. 728. 809! 


89.1 % 



Thp aggregste valué of importa, therefore, fur 35 yeor* it 

aooordin^ tn the officinl Taluation. whirh íb the leaat favotirahle, 
89,1 % of the valae of exporta íor the same periodi and provei 
that the balsnoe of trade, if limited to theae two factora, U 
indUpnlablj favonrable, and conseiqaentíj that thp mercantíle 
tlieory that attempta to account for the depreeiation of the 
ciiirency hy a Boppoaitioua eicesa of importa oyer eii>ortB, t« be 
absohlt(!ly unt^^iiable, and uiay. therefore, h^ finall; dismÍBsed 
as in contradiction to facta. 

Tko questioD, however, that etill remains to be settled is 
wbether tbe balance ot 11 % that remained over after pajing for 
importa, was Buflicient to meet all other descriptiona of foreign 
eipenditnre ; and if not, how beat it can be rendered bo 
without the neceaaity of periodic reourrence to fon-ign credit, 
to which there muet neccBaarily be a limít, that aooner or lat«r 
mnat be reaobed. 

Stewart Mili has ably deecribed the mecbanical manner in 
which international exchange muet, when once diaturbed, imme- 
diately proceed to right itaelf, just as water is said to aeek ¡ta 

"Ah aoon as the eiceaa uf the denand oTer the anpply of for- 
eign billa indicatea a diaturbance of the eqnilibrium, foreign 
fxchange falla, and ^!d ia exported to mate geod the differ- 
enee. The eitport of boUion redueea the home circnlation, and 
producea a fall in prioes at home, and a (Muresponding rise abroad; 
in conaequence there aticceeda ai increase of exporta and a 
decrease of importa, whlch will continué until the balance is 
again atruclc, and exchange retum to par." 

Snch is the procesa by which international exchange inía- 
riably readjuata itaelf in tountries poBaesaing a metailic or con- 
vertible eurrency. 

When the cnrrenoy is wholly inconvertible, and little or no 
buUion eíiatfl for export, the procesa is different. There then beiag 
ao distnrbance of the volume of the eurrency there will be no 
alteration of metailic prices at home or abroad on thia account. 
No gold being available for export to malte good the déficit, tbia 
can only be liquidated by payment in commoditioa, entailiny 
either an immediate increaee of exliorta, a decreaae of importa, 
or both. Thia proceaa ia, however, neceaaarily slow, aa it is impos- 
sible either toapontaneoualy increaae the volume of exporta, ñor 
to anddenly reduce that of imports, which dependa on ordera 
previoualy given. 

Unlesa, then, private acoumulationa eufflce to cover the déficit, 
some debta must remain unpaid imtil the Eappl; of billa again 
balancea the demand; and aa public engniípiíients are more 
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litely to ba reapected, re({ardleBa of oost, the siifft-i'pr i'nmi the 
Bearoity íb, usually , the commEroÜLl elaas. 

WheD onc« intemational exchainge losea its balnuce and com- 
menoes to fall in couDtrieBthatposBessaninFoiivertiblB carreacy 
and little or no gold, notbin^ can arrest the fall exoept re- 
(3BlablÍBhmeut of the equilibiium by meana of tho deoreaBe of 
importa, or inervase of pxporta, or both, or elae by tho inore&Be 
of aasets available for liquidfttiun of tlie déficit, bj the employ- 
ment of foreign capital, or other arrangements of a palliatire 
nature. The negotiation of a forei^ loan, however, althoogh 
it might aerve to stop a gap for avhile, nnd liquídate out- 
Btanding debte, oould not permanently arreet the unfaTOQnible 
conrse of enchange unlesB the cqnilibrium between the annuai 
foreign debit and credit account were also sinialtaneonslj and 
permanently adjusted. If it were not, aa aoon as the proceeds 
of the loan were exhausted, real exohange mugt o 
fall ag^n with íncreased TÍoleDce, owing to the w 
forei^ burdena cauaed by the loan itself. 

When the cuironcy ia wholly inconvertibla, and there is little 
or no gold for export, it íb clear that the fall of exohange ia not 
the resnlt of an increaae ín the demand for bullion alone, bnt of 
thftt for erportí of all detcriptüma, oí which bnllíon ia merelj tha 
raost important and representativa ítem. The demand for exporta 
inereaaing and exceeding the supply, { aa long as the foreign 
demand remain unaltered) theirpricea must thea rise in propor- 
tion to tlie exceas, ineluding that of bullion. The riae in the 
prioes of export and bullion, and the consequent, biit not propor- 
tionaÜ, depreciation of the currency, muat, therefore, continué 
to accuronlate nntil in aome inanner an eqnilibrium ia arríved 
at hetween the aupply and deroand for billa. 

By convention, and for coUTenience, gold haa beeu adoptad as 
the standard of internatioual exehange, by whioh the Talues of 
different kinda of exporta are oorrelated ¡ conaequently, the 
inorpaaed demand for exporta, wliieh the diaeqliilibrium of in- 
temational paymenta createa, ia repreaented by a rise in tlio 
priee oí bullion, and ita influenoe on the currency by a tall in 
the rate of exchange ; but it ia an error to auppoae tbat tbe 
riee in the pricea of exportable commoditiea ia the tvKUsary 
Gonaeguencf of a faU in exohange, when in reality the riae of 
pricea of both exporta and bullion is simvltajieoví, and obeys 
tbe same canses. 

It niBy appi.ar to be a nratter of little importnnce whetber ex- 
porta riae aimultaneoTiBly for the sume reaaona that gold riaea 
in price, or whether they rise latet in conseqnence oF the riae in 
'i bnllion ; 1 
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to treat of nozuinaJ eichatlge aod the effect ot the 
DBCillatioDs in the yaiae oí the carrenc; on priues, a thoroQgh 
comprehenBion of tha sequence of the phenotnena that result 
in a rise or fntl of real exchnnge, wiU materinlly aegiat in 
appreciating the cauBe aud effect of other phenomi^Da likewÍEt!. 
Similarly when, oo the other hand, th« aupply of billa exceetls 
the demand, the local priuee of bullíon ajid exporta muat faJl, 
and the valué ot the fiirrency improve. The depreoiation of 
the cnrrency is límited only by aero, whilat the highest valué 
it can reaoh is, what la termed, the auuiuiuin "Gold point," 
vhich ia the par valne estAbliahed by law, pliti the cost of 
importing buUion, and appoajit to be for Braxil betwecn 27id. 
and28d. 

In order thereíore to raiae the valué of the cnrrency, when 
once depreciated, by the natnral methoda of increased produc- 
tion, it ¡a not aufficient to airive at a átate of more eqiiilibrium ; 
tbere muat be a poaitíve exceaa in the anpply of billa, and there- 
íore of exporte, which will only continué to ntiae the rate of 
azchange and improve the valué of the uurrenoj so long ua thut 
exceaa peraint. 

Until thérefore oithi-r by meana of a shriaka^e of importe or 
othir foreign payraenla, or an increaae of exporta or other 
reBourcea,tfaeequilibri[iia of íntemaitiDnal paymentabe deflnitely 
attained, real excliange ntuet continuo iinfavourable, with per- 
hapa oecaaional interniilttnt recovcriea due to the adventitioUB 
Maiatance of foreign capital. 

For the faoility of ayatcroatie analyaia the seriea of 34 years 
compríaod between 1860 and 1894, has been divided into aii 
different perioda, duríng which Exchange waa altemately ríaing 
and falling. 
Ist periúd 1860-64 exchauge oaciUated betne«n 25d, and 27£ 



1865-69 


fell from 


par to lid. 


1870-75 


rose from 


14d, to par 


1876-85 


feU from 


par to 17íd. 


1886-89 


roae from 


17id to pal- 


1890-94 


fell from 


par to9d. 



Sth 
6th 

Thia period of 35 years ia auffiíiently comprehensivo to afford 
the indiepenaable facts, by ivhicb the accuracy of deductionscan 
alone be verified; and which alone can give to economio theoriea 
the authority of indisputable truth, that ia not always their 
oharaotertatio. 

The par valué of mil reis waa in 1854 fiíed at 37 penee. 
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The fore^oin^ table conclusively proves that durinjj periods 
of high or rising exchange the valué oí exporte has always 
exceeded that during the successive periods of low or falling 
exahange. 

During the three periods 1, 3 and 5, when exchange was rising, 
the average Tíalue of exports was Rs. 188274 gold per capita, 
whilst during the periods 2, 4 and 6 of falling exchange, the ave- 
rage valué of exports did not exceed Rs. 16$831. 

This unexpected lesult, at first sight so opposed to the popular 
idea that supposes the valué of exports to increase invariably as 
exchange falls, without taking into account the origin of the 
rise or fall of exchange, is, however, as a little reflexión will 
show, correct and logical. A low rate of exchange and a decreas- 
ing valué of exports raay be the effect of low foreign prices of 
exports, and may, therefore, be simultaneous with a positive 
increase of production and of the volume of exports, if the fall of 
foreign prices is compensated by the rise of exchange, and con- 
sequent rise of local, or paper, prices. In this case there wouldbd 
no reduction in nominal profits and, therefore, no reduction in the 
volume of exports, although there might be one in their valué. 
Thus during the 4th period, 1875 to 1885, exchange fell f rom par 
to 171 pence, and the valué of exports from Rs. 20$545 gold per 
capita, in the previous period, to Rs. 16$103 gold, in consequence 
chiefly of the depreciation of 48 % in the foreign price of coffee. 
In lieu of a shrinkage of coffee shipments, however, we find that 
they rose from 2.718.495 sacks, the annual average for the pre- 
vious period at the port of Rio, to 3.907.846 sacks. 

When foreign prices rise or remain the same, and the fall of 
exchange is the exclusive result of a local depreciation caused, for 
example, by excessive emissions of paper-money, real profits will 
either be raised, or will not be affected at all, but nominal profits, 
that is profits estimated in the depreciated currency, must in- 
crease; production, consequently, will receive a great impulse. 

Notwithstanding in the 2nd period 1865-1869 the fall of ex- 
change was the result of excessive foreign payments, excessive 
emissions, and was also affected by a slight fall in the prices of 
coffee; the valué of exports, however, fell from 17$817 gold per 
head, in the former period, to 16$419, when an increase would 
have been expected. If exports did not positively increase in 
this period, a sufficient explanation would be probably found in 
the influence of the Paraguayan war and taxation on the cost of 
production and labour, combined with the fall in the price of 
coffee. 

The fall of exchange in the 6th period (1890-1892; was the 
almo&t exclusive effecl of excessive emissions and foreign expen- 
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diture, as the prices for the staple export had fallen only from 
331136 gold to 32$156 per 60 kilos ; consequently, production 
received a great impulse and both the volume and valué of ex- 
porta increased rapidly, coffee shipments increasing during this 
period from an average of 2.990.965 sacks, to 3.054.282 sacks, 
whilst the valué of exporta rose from 16$460 gold per head, during 
the previous period, to 18$002 per head. 

A rise in the rate of exchang'í will only affect production un- 
favourably if there is a poaitive reduction of nominal protits in 
conaequence. If, therefore, the improvement in exchange ia the 
result of a reduction of the volume of the currency, or of the 
importation of foreign capital, foreign pricea of exporta remain- 
ing the same, nominal profits muat be reduced and exporta will 
fall oñ. Thua in the 5th period, 1886-1889, exchange roae rapidly 
from 17id. to par, or 42 %, and the price of coffee, the principal 
export, alao roae from 25$836 to 33$196 gold per 60 kiloa, or 
29 %; consequently, the rise of foreign pricea, 29 ^, did not com- 
penaate for the loaa in nominal pricea produced by the rise of 
exchange, equivalent to 42 ^, profits dropped, and production f ell 
off, the annual ahipments of coffee at Eio, being only 2.990,%5 
sacks compared with 3.907.846 during the previous period ; and, 
in spite of the notable rise in the price of coffee, the valué of 
exports remained almost stationary. 

If, onthe contrary, the improvement in exchange is the effect 
of high foreign prices of exports there will be not only no re- 
duction of nominal prices, but may be considerable rise; conse- 
quently, there will be no f alling off of profits, the valué of imports 
will greatly increase, whilsfc their volume will suffer no reduction. 
Thufl, in the third period 1870-1875 exchange rose rapidly from 
14d. to par, in consequence of high foreign prices of coffee, which 
rose from Its.26$480 to Rs.38$130 gold per sack ; the valué 
of exports rose, consequently, from 16$419 gold per head, during 
the previous period, to 20$545, whilst shipments of coffee re- 
mained about the same, at 2.718.495, compared with 3.055.000 
sacks for the previous period. 

The depreciation of the currency, it may be concluded, fa- 
vours production and stimulates exports when it does not 
reduce nominal profits, and, consequently, the fall of exchange, 
that Í8 the result ofa local depreciation only, is invariably favour- 
ahle, and acts as an equivalent honus, or premium, to production 
and exports. 

The explanation of the advantage that a depreciation of the 
currency will sometimes confer on exports is to be found in the 
differential ri&e of prices that such a faU of exchange creates. 

The prices of exports and bullion rise uniformly and simulta- 
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neoQsly, whilst thoee of importa rise lesa, and more slowly, and 
the prices of other products of purely local production and con- 
snmption, snch as certain food staples, as well as local expen- 
ditore on account of rent, labour, taxes, etc., which constitnte 
¡ the major part of the eost of production, rise stiü less, and still 

more slowly; so that the difference hetween the rise in the prxce of 
exports and that oftheir eost ofproduetxtm eonstitutes a potitive and 
equivale^it increase of profits. The reason and sequence of this 
differential rise of prices will be determined later on. 



•'4?^ 



The influence of the valué of the currency on Imports 



The riee and fall of intomationa! eiclian^e doea not dircDtly 
aSect the dtsDand lor importa aa it doe^ that of esports, but 
onlj iüdirect!;, &nd is conaequenM of the rise in the nominal 
prion of bullion, by whioh a part of tlie cost of imports ia regn- 
lated. The pnces of importa irill thersfore riso in consequenoe 
of a deprecÍHtioQ of interaatioiial, or aominal eiohaoge, but not 
¡n tho saine ratio as tbose of exporta and bnllion itself. 

In oonsequmiGe of tbe ríae in the nominal prices of importa it 
would be nataral to eipect aome rednction in the demand to 
foUov any peraiatent fall of exchan^ ; bu'', in reality. tbis doea 
not oceur; and, on the contrary, the valué of importa has aiwaya 
inoreasedas excliangu falla. 

The iiuiTement of liii)iortH Iiani tiefii iliiriii); rAt-li 
of thpso prrliidH nx n»llnw»: 
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3rd 
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74.6 % 
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173. 991: 400 S 


14. $ 549 


91.4 % 


5th 


1886—1889 


203. 511: 932S 


14. S 667 


89.1 % 
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1890-18(i2 


233. OaO: 142 í 


19. S 191 


106,6% 




1893 


271. 564: 457 S 


17. S 749 


93.0% 













ThÍB table shows oonclnsively that durin^ the periods of low 
exchangs, in place of any decreaae of the ralue of importa taking 
place, there ia a deoided tendency to inoreaso the demaad, in 
spite of the rise in nominal, or paper prioes. 

During the three periods 1, 3 andS, wlien axGhanpe was high 
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or rUing. the averaj^ annual importation per head was Bs.l4$6IO 
«rold, against Bs.ló^ól? gola per head for the three periods of 
falling and low exchan^. Nos. 2, 4 and 6. 

During the two periods Nos. 2, and 6, when exchange fell to 
lower rates than in any other, the consuoiption of imports 
reached the highest rates reorist^red, of K3.16$261 and 19$191 
gold per head. 

When the fall of exchange is cau^ed by a redaction in the 
▼alne of exports themselves there wül be no increase of imports, 
as oocurred in the 4th period, 1876-1885, when the foreign prices 
of ooffee suffered a great depreciation ; because, not only in this 
case do the prioes of imported merchan lise rise as exchange 
falls, but their valuéis also raisedbj the depreciation of exports, 
so that the rise in prices of importa is simultaneous irith a re- 
daction of the means of purchase, and, consequently, the demand 
must fall off, as in 1876-1885, when the coefficient of imports fell 
from 15$342 to 14$349. 

This f-tereotyped tendeney to increase the consumption of im- 
ports precisely when a decrease would be expected and desirable, 
is one of the many paradoxes of inconvertible cnrrencies; and, 
although at fírst sight, it may seem to be a cause rather than an 
effect of the fall of exchange, a little f urther analysis proves the 
contrary. 

At the same time this undcniable tendeney demonstrates the 
hopelessness of expecting to redress the balance of inter- 
nation ti payments by means of the reduction of imports, unless 
special measures are taken to secure it ; and it undoubtedly 
constitutes one, if not the chief difficulty in devising or executing 
any policy directed to the amelioration of the valué of the cur- 
rency and improvement of exchange. 

The rationale gf this paradoxical increase, in lien of decrease, 
of imports when exchange falls, is as f ollows. 

As exchange falls the prices of exports rise simultaneously in 
a similar ratio, whilst those of imports rise also, but in a less 
ratio. The duties on imported merchandise having been estimated 
on a gold basis (24d.),but being payable in currency at its nomi- 
nal valué, their real ormetallic valué increases as exchange rises, 
and viee-versa. In addition to this very considerable advan- 
tage gained by imports, all that part of the exclusively local 
cost of imports, such as discharge, storage, commissions and 
local proñts, which are likewise payable in currency (and at 
a high rat« of exchange often constitute the greater part of 
their local cost) does not rise in the same proportion as the 
prices of exports, or that of gold, for reasons that wiU be 
explained later on : 
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In consequence, only the initial foreign cost of importa de- 
livered in a Brazilian port will rise in precisely the same ratio as ex- 
porta and bullion, whilst the local cost, which includes all other 
expenditure, will have risen much leas, if reduced to its real or 
equivalent gold valué, and the total increase of the cost and 
prices of imported merchandise will, therefore, be less than that 
of exporta, and theae will then exchange for a larger quantity of 
importa than previoualy. The demand for importa will, con- 
sequently, continué to expand in apite of the rise that would 
have occurred in their nominal or currency prices, and of all at- 
tempts to maintain the nominal valué of duties on a par with 
their original, or real, valué by the imposition of surtaxes, so 
long as exchange continué to fall ; because the riae in the nomi- 
nal pricea of exporta is accompanied by a poaitive increaae of 
Valuey and, consequently, the aame Exports will purchaae more^ 
Imports than previoua to the fall of exchange, and more will be 
imported. 

In addition to theae real causes the fall of exchange will affect 
conaumption in another, and leaa logical manner. Even if it be 
auppoaed that the fall of exchange oper^tea no disturbance in 
the relative values of importa and exporta, and that the prices of 
both, aa well aa of labour and all producta of purely local con- 
aumption, have riaen aimultaneoualy and uniformly, when 
there could be no real increaae of profita poasible, even so. the 
apparent or fictitious increase of profits, reckoned in pap^r 
money as it alwaya ia, will produce preciaely the aame effect, aa 
far aa conaumption ia concerned, as a real and poaitive increment, 
and the conaumption of both importa and local producta will 
increase at the expense of profits. 

To take an example : A farmer, who at the cost oí Rs. 5:000$ 
produced exportable merchandise of the valué of Rs. 10; 000$, 
when exchange atood at 20d. would receive for his produce 
Ra. 20:000$ if exchange fell to lOd. whilst his expenditure, or 
cost of production, would have risen to Rs. 10:000$. In the 
firat inatance hia profit would be Rs. 5:000$, and in the se- 
cond Ra. 10:000$; and, although, if reduced to their real or gold 
valué, the two would be identical, the nominal increase of Ra. 
5:000$ accruing in paper-money would produce all the effect 
of a true increase, and the faimer would consequently be 
inclined to spend, and will spend, a greater proportion of his 
profit than formerly, forgetting or ignoring that the valué of 
profit has declined in the same proportion as that of the cur- 
rency, and that, if he now realizes 10:000$ when he formerly 
made only Rs. 5:000$, and spends Rs. 5:000$ i^^hen he previously 
spent only Rs. 2:000$, i he balance of Rs. 5:000$ saved is really less 
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than the Es. 3:000$ he forinerly allowe I to ascumulate when 
Exchanf^e was at 20d. 

In practice, however, noither the prices of iinports, ñor of 
commodities exclusively produced and consume d in the covintry 
rise precisely in the same ratio as those of exports and bullion, 
80 that in addition to the nominal protit due to the deceptive 
operation of the currency, there is also a real accession of profít 
that results from the increased valué of exports, both of which 
concur to swell the demand for imported goods. 

Later on we shall have occasion both to analyze the cause 
and sequence of this difiíerential rise in prices, and to corrobo- 
i-ate our dedu'-tions by facts. 

It seems, then, indisputable that a lower rateof exchange (that 
is neither the result of excessive foreign expenditure ñor of a fall 
.in the foreign demand for and prices of exports) not only fosters 
production and exports, but if a larger consumption of importe 
is any test, actually improves the condition of the masses, as is 
evidenced in their greater potentiality for purchase and conse- 
quent enhanced comfort. 

'J'hat these advantages aro obtained spontaneously, without 
any individual loss, is not pretended. The loss, whatever it is, 
will fall mostly on profits, which will be greatly reduced if uiea- 
sured by their metallic or real valué, though part will fall on 
the holders of public securities, fixed incomes, and creditors 
generally. 
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The influence of Export duties on Exchange 



A duty on Exporta, or an increaso of duties, must raise 
their cost at least by the amount of the duty or increase. 
The foreign demand remaining the same, profits must then 
suflPer, ezports and the supply of bilis fall oflP, and, the demand 
for bilis remaining the same, real Exchange will fall. 

The fall in International, or real, Exchange will raise the cost 
of imports, but not in the samo proportion as the price of 
exports had fallen ; the nett result of the duty will consequently 
be a shrinkage of both exports and imports, and a fall in 
Exchange in proportion to the difference between the new ratio 
of the supply to the demand for bilis, thus determined. 
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3rd. 
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7.8 % 
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4th. 
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7.3 % 


" 16$103 


falling 


5th. 
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7.0% 


" 16$460 
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The variations in the percentage of duties recovered on the 
real valué of Exports has never exceeded 1 /!í, and are, conse- 
quently, too small to affect appreciably either the foreign de- 
mand for Exports or the rate of Exchange, neither of which 
shows any signa of having been influenced bj- the alterations of 
duties. 
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The Influence of Import Duties on real Exchange. 



A duty, or the increase of duties, on imported commodities 
will raise thoir cost by at least the equivalent of the real valué 
of the increase. In consequence the pricos of imports will rise, 
the demand for imports decrease, and that for billa fall oflf. The 
increased cost of imports, will raise the cost of Exports, but in a 
leas degree than that of Imports, bocause only that part of the 
oost of production will be afiíected that is attributable to 
the initial foreign cost of the imported commodities employed 
in production, the other or purely local expenditure being little 
influenced thereby. The increased cost of exporta will afiíect the 
foreign demand and reduce the supply of billa, but in a leas 
ratio than the demand has been simultaneously reduced ; con- 
aequently, the rate of exchange must improve, but not in a 
direct ratio to the reduction of foreign payments created by 
the decrease of imports. If then, the reduction of the demand 
for bilis be representod by 1, and that of the supply by }, the 
improvement in Exchange will be in the ratio of | : 1. 

The nett tendency of an increase of duties on imported com- 
modities will, therefore.be to créate a rise in the rate of Exchange 
in proportion to the ratio between the decrease of the demand 
for bilis to that of the supply, and a simultaneous decrease in 
the volunte and valué of hoth Imports and Exports. 

This result will be similar, but not identical, whether the 
cnrrency be metallic or inconvertible. In the f ormer case the 
ratio of the increased cost of Expoi-ta to that of Importa will be 
conatant ; and in the latter will vary with the valué of the 
currency, increasing as exchange risea, and vice-versa, becauae the 
nominal valne of the purely local coat of Exporta, which ia alao 
the greater, neither falla ñor risea preciaely in an inverae ratio 
to the variationa of the valué of the currency, but in a leas ratio. 
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4th 
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It willbe observed thftt the ratio of the valué ofáuliea to that 
of iiuports ifl divíded into two culuiuns, oiw tenued the 
Btat, which U ihv ratio between th« real or gold valué of dutiea 
and that of tbe ímports themse]vt« ; aud the othEr the Sominal, 
or ratio betwppa the nominal or currency valué of daties and the 
real valué of ¡mports, which is that of the official retuins. 

It ¡B ÍQipurtant to notice this distlnctiiin, as the confusión of 
one with the other uiiuiy easilj lead to false oonclusíona. 

During thf three periods of high or rÍBÍng ejchange. Nos. 1, 3, 
and 5, the averag^ real rate of daties vas 33,1 '/„¡ and during 
the three periods of fallingeichango 2, 4. and 6, was onlj 25.6°/«. 
During- the flrat three periods of hifh duties and high, or rising, 
eicliBugü, tlie conauniption of imports was 14IM0 per head; 
and, during thoao of low dutita nud falhng- exohanse, 165606 
gold per head. 

If the conaumption of importa he analjüed in detail, its de- 
prenso will not 1)6 alwBjB (ouncl to correspond to an increase 
of duties; butit muat be borne in niind that there are nianjolliej' 
canses actiug Bimiiltaneously nn real exohange itself, aojue fo- 
vourably and others unfavonrably, aml that tbe martet rate ia 
the resultant of nll the different causes that influence both reot 
and nominal exchange, of which duties are but a single Ítem. 

The iuHnence that oxccseive import duties have been shovm 
to eieroise on the volume of and demund for exporta, though 
little appreciated and generally misapprehended, is nnqnestioa- 
ably the cause of the ahuost invariable failure of attenipta to 
redíewtlie balance oftradehyultra-prgtectiQniBt or prohibitoty 
tariffs ; and exphüns tvby the decreafe of ímportE aiuied-at is 
alniost alwaye acconipanied by a corrcaponding, but undesired, 
riiriiiliage of exporta. 

The exceEBÍve taxation of importa not only reduces the foreigu 
deniand for exporte by raisinü' theír ixist, but alao positively dim- 
inishes the purchasing potentialíty of fureign consuniers by 
liniitinj the modiiiin by which they effect excbangca. 

The deplorable efieuts of Huch a poliey on trade and proe- 
perity have never been more forcibly illustrated tlian at the 
preeent day in Spain Bud France, where protectionist doctrines 
and practiuea have been puahed to an extreme limit, only ex- 
ceeded in the United Statea. 

In Spain, to quote the " Eronomiste," under a liberal cuatom 
tariff, inangurated in 1669, the valne of importa had risen uniu- 
terruptedly froui 442.263,313 pesetas to 816.666,901 pesetas in 
1882 and 1.018,770 in 18'Jl; whüat eiports had increaeed from 
266.552.600 peaeUa to 765.376,887 in 1882 and 932.245,001 pesetas 
ia 189t; so that, in apile of revolutionn and "pronuncinjnentOB," 
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the steady prog^ress of foreigTi trade nerer slackened from 1859, 
whilst the customs revenue also follow^ei the same as^ending 
Bcale, from 40.030,033 pesetas in 1869 to 98033,030 in 1891. 

In the year 1892 the new and ultra prot^etionist tariff came 
into forcé, iwrhich, acoording to its partisans, was to " make Spain 
more prosperóos than ever, preserving for Spain alone her own 
markets and those of her oolonies, whiLst obliging forei»^ con- 
sumers to contribute to the administrative expenliture of the 
countrj by heavy taxation of their ^^oods importei into Spain, 
nnable as they would be, to discontinué the importation on their 
part of the wines and other indispensable natural products that 
constitute 80 % of the total exports of the country, and confer 
a practical monopolj ! " 

The figures of only 18 months* experience of the protectionist 
policy have painfully demonstrated their mistake, and reveal a 
decrease in every class of imports of 21.6 % oí their former yalue, 
whilst thé decrease in the valué of exports has heen 21.1 % or 
only 0.5% less than that of imports, being precisely most aooen- 
tuated in the very industries which were supposed to constitute a 
virtual monopoly, and the products of which were judged to be 
indispensable to foreign consumera, no matter what the imports 
might be ; Sherry shewing a decrease of 40 %, and common wine 
of 60 % in the valué exportad. 
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If we now tum to France, we find a similar state of things to 
exist. The United States Cónsul in Roubaix, who will not be 
suspected of free-trade tendencies, in his annual report to his 
government in 1894, states that: "The financial crisis (in 
France ) is contemporary with the new ultra protective tariflP, 
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and the supporters of this tariff are called upon to ezplain 
the fact that, from the commencement of the years 1892, which 
was the date of the enactment of the new tariff, until the 30th 
September of 1894, there was a faUing off in exporta of more than 
699.000,000 francs, taking the year 1891 for comparison. The 
Chamber of Commerce of Rheims has sent delej^rates to the Minis- 
ters of Commerce and Foreign Affairs to devise means to 
ameliorate the situation of that Department, which suffers from a 
diminution in the demand for its champagnes, while its woollen 
industries, which are very important, are undergoing an actual 
crisis ! Much was hoped from the reductions effected in the tariff 
of the United States ( in 1892,), but up to the present time these 
hopes have not bcen realized, and reports of commercial travel- 
lers from the United States are uniformly discouraging. To 
addto the chagrin of the Itoubaix manufacturers the reports 
roceived from Bradford, their old-time rival, are to the effect 
that business with the United States is most encouraging." 

Protection to National industries at the expense of* foreign 
imports must always be popular, appealing as it does to the 
chauvinistic sentiment dormant in every nationality, as well 
as because its true effects are generally misapprehended. It can 
however, be rarely advantageous, because the apparent advan- 
tagea, gained by the reduction of imports, are mostly lost again 
by the falling off of exports. 

The adoption of an nltra-protectiouist policy in Brazil could 
not, moreover, considerably reduce the volume of any class of 
imports, except such as are not produced at all in the country ; 
and, as regards others, would only succeed in raising their cost, 
as the country is not, and cannot be, in a position to replace the 
greater part of the absolutely indispensable foreign imported 
commodities by local manufactures or produce, at least for many 
years to come. 

Although the virtual monopoly by Brazil of two importíint 
products, coffee and rubber, may, it is true, minimize the evil 
influence that a protective or prohibitive policy as regardb 
imports would certainly exercise on exports, it cannut be relied 
on to neutralizo it ; as the experience of Spain with its sherry, 
and France with its champagnes has already evidenced. 

Nevertheless, the necessity of realizing, by means of increased 
duties on imports, the indispensable fínancial and economical 
equilibrium may make such a policy an unavoidable evil, that 
can, however, be considerably mitigated by taking the necessary 
pnjcautions to prevent it from deteriorating into an exaggeration 
of protectionism, never intended. 

The increase of duties on imports, whatever may be its object. 
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unless cutefully pruvided against mnat act as a Ux levied on all 
DousQiHerB toi the almost exallisive benañt oí local induatriiM, 
tJiUH proteoted from foteijfii cnmpetitioii, 

The riae m priuaa of all Blloli importa aa are ÜkewtEe pro- 
duiMid in the countrj, consequeat on tlie incrciiBu of duttea, irill 
not be confinad to tbe iniported g'oods only, but wUl eit«nd to 
tlio wKole stock; and, bhas, a speuifiu tax on importa, orisinallj 
intendod to inareaae the revenue, will raise tlie coat not onlj 
of the imported, bat alao of tho aimilar looal produot i thiB 
latter moiety oí the tai, howeYer, will yiald no inccoase of 
revenue to the State, but merely add the eqnivalent of the 
dnty, or thereabouts, to tho pronta of that particular faToured. 
iodustry. 

To take aeonorete example. Thepresimt duty (1884) on lardú 
2OOreiaperKlo,OTlS000perbarrolüf SkiloB. The importa from 
the United Statea are about 8.000,000 Mloa, or 1.600,000 cases of 
5 kilos, SappoBÍng the borne production t« be one half, or 800.000 
e nf 25 % of the duty wonld raise ita cost to 
Iq (mOBeijuenoe, the priee of lard would riae by 
le of duties, wliich would be equivalent to a 
■BOf3,000:000¥,orwliich,howeyer,onIy2,000!000í 
.e revenne, the balance of l.OOOiOODJ 
direot and intact into the pookets of the honie produoers, 
thua swelling' their pronta by anwholly nneamed and unnierited 
inurement I 

The rate of wages and profita niU riae in that particolar íH' 
dustry, but at tho ooat of a proportional ¡obb to all othera not 
equally proteoted; moreover the enhanced rate of profits will 
attract capital to that particular induatry, and production will 
be jtreatly stimulated, importa fall off, and rovenne suffer by 
the Tery meaBure intended to promot* it. 

If, hoWBVer, no other meana of raiaing- the neoeBSary revenue 
eiiat, and the increase of import dntiea wero determined on ag 
a purely Bacal measure, and with no ulterior intention of yet 
fnrther increaaing protection to national indoatriea, the only 
meana to oonnteract thepartialimdinequitableinfluenceofBuoh 
a tai would be by the limwiloiiEOiia impoñlioH of an excise dvty 
equií'alent to the intreate of dntiea on imparíi. 

Sucfa a tax wonld (¡onhtleaa produce a conaíderalile revenus 
without inüioting either injustice or injury on nny individual 
or claaa, and wonld he aimilar to the Exoiae taxes impoaed in 
England and India nn national production ii 



valué of the 



wonld go t 
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nilar importad ^oods, such as win 



■ita, and substitutea for cofEee. 
Let US now suppose for aimplicity of round nnmbera that, in a 
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eonntiy whoae solé export is coffee, and Bole ituport ia doth. 
Bichan^ standa at 20d. per IfOOO, aod saddenly falla to lOd. 
ie of the ei<c«a8 of the deuiasd for billa ti) the sup- 
plj, whioh we may liltewiae anppose to be equivalant to 50 %. 

In order to restnre the eqailihrimn witliout any increase of 
exporta, 50 % mnst be deduc^ed frnia the puruhaaing power of 
exporta, and, in coiisequenoe, these wiU now only exchoii^ for, 
or cflver, one half the fomier valué of importa. 

This rednced quantity of importH must, however, re-exiihange 
for the whol(\ OTi^rinuI valué of exporta, or ita eqaivaleQt, unleas 
a Id8b ís to remain on the operatioii. Oae half of the co£Foe ex' 
ported would, therefore, be approptiat-ed to the üquidation of 
oatatanding liabilities, and the other half only will be available 
for pnrchaae of importa, nnd tho half saok of toffee wiU, there- 
fore, only realizo one half pieee of cloth . Thia half piece of 
doth, muBt, howover, exfhange for the equivalen! whole of 
Bock of oofTee, and niuat be Gold at that rat«. 

Qold will,in conaequence of thefall of exchange. have risen in 
TOlue, Botbat .£1 will now he worth Ka.24IO00 in lieu of 
BB.I2J00O, andtho price of cofFee andof all exporte will have 
risen in einiilar manner to Bs.24S000 per sat^k, whioh miut 
therefore be the valué of half a pieue of uloth ; bo tbat a whole 
piece will have riaen from Ea. 128000 to "VBÍOOO, and will 
Gontinue at thia prico so long aa foreiga quotationa ronmm 
nnaltered and the déficit of 50 % in the aupply of billa persiat. 

If the déficit were liquidated by an equivalent increase of 
50 % in tlie valué of exporte, then the increaaed aupply would 
canse a fall of prices abroad, to aay 16 ahillingaperaackof ooffae, 
which would be, mlnuí expensea, the metallic price of ooffee in 
the exporting country alao. lu consequenoe, I i aacka of coffee 
would now only rpalize 27 ahillinga, from which mnat ba 
dedocl«d 10 ahillings for liquidation of debts, leavinjr only 17 
ahillioga íor purehasa of cloth, that wül realize 0.85 of a pieee. 

Thia uiiiat re-exnhange for the equivalent of its origina! ooat, 
H Bauka of üoffeu, or Be. 36 ÍOOO -, aa that tlie price of a piece 
of cloth wül have riacn from Rb.12Í 000 to Ke.42 5353Í 

Unleaa, therefore, every increase of foreign chargca Ís 
aeeompanied by a poaitive im^rease of importa anfficient to com- 
pénsate to the increaaed burden of foreign paymeuta, either 
Bome foreign obligations must remaiu unpaid, or be tiquidatcd 
by other meana. 

If however, in practice we find that tho ratio of importa to 
exporte haa incroased from 81.5 to 89.1 '•/o. whilst that of other 
fixedpaymenta haa riaen from 10"/» to 17.8°/,., thua raiaing 
the ratio of the total debit ( pasaivo ) from 91.5 % to 106. "/o 
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oí tho credit (activo) durin^ the 35 yenra 1861 — 1894, the only 
conolunion possiblo íh that tliis has been affected with the aid 
of foroi*^ capital. in8t<»ad <>f by the sacrifíce of Exporte. 

This conclusión may ap])<»ar to Im? in contradiction to a 
pn'vious assí'rtion that tho "balance of tradt?** could not be per- 
manontly unfavoiiraMe, but is not so in the sense that the term 
is ^jnorally iindorstooíi, which includes only importa and 
exports of niorchandiso in the eqiiilibriuin. 

It cannot be dcniod that, thowgh the "lalnnco of tiade" has 
been almost nniformly favourable, that of international payments 
has not l)eon so; the question to be decided is whether sach a 
statc! of thinf^s cannot be remedied, and the economical eqnili- 
brinin permanently realized without the necessity of periodic 
ai>poals to foreign capital for assistance. 

Had no foreign caj)ital ever been available all iiabilities my^t 
have been met with purely local resources, and though the bur- 
den of foreij^n indebtedness has been, and is, increasing at an 
alarniing rato,it is certain that the Country can bya well directed 
efFort easily plaw itsclf in a position to meet not only its actual 
en<:fagements, but to provide against any that circumstances 
may oblige it to undcrtake in the future, if the fatal system 
of relyinjr on loans as substitutes for the taxation necessary to 
meet ordinary expenditure were abandoned, once and for all. 

From the preceding illustration it might be presumed that 
there exists no limit to the extravagance of governments, or to 
their ability to contract foreign debts, fiu'ther than the valué of 
the wliole mass of imports ; but far from this being the case a 
point is quickly reached when the valué of imports would be- 
come so exaggerated as to put a stop to imports altogether, or 
lead to their manufacture or production in the country itself. 

It cannot be too constantly borne in mind that the advantag'e 
of imports, as Stewart Mills has pointed out, depends not on 
their actual, hut on their comparaiive cost. 

If we suppose one cwt. of coíf ee, which costs 50 days' labour in 
Brazil, to exchange for 1 bale of cloth, which likewise costs 50 days' 
labour in Germany, but would cost 100 days* labour in Brazil, 
there would be a clear profit to Brazil equivalent to the cost of 
50 days' labour in the exchange, leaving out of consideration 
freight and contingencies. Of this profit, however, only part 
would be realized by the producers, the remainder being inter- 
cepted by the Government in the shape of taxes, for payment of 
its foreign engagements. 

If then we cali Exports or coffee costing 50 days' labour =- E 

Imports or cloth '* " *♦ = I 
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whilst the Producer's profits are represented by P 

then E + P = I /. P=S — E = 50 day*s labour. 

t.c. The producer*s profit, when there are no fixed foreign 
burdens, would be equiyalent to 50 daya* labour, or 100 /!o of cost. 

If then a foreign debt were contractod deinanding annual 
payments equivalent to i/io part of the valué of Exports, as 
the profits on that amount would be sacrificed as well as the 
valué of the exports themselves, then » /lo (I + P) = V» ^> ^^^ ^^® 
eqnation of profits would now he E + P = I — i /lo 1 .'. P = 40. 

i,e. When foreign fixed payments absorbed on equivalent of 
i/io the valué of Exports the profits of producers would be 
reduced to 40 days' labour, or 20 per cent ! 

Every successive increase of foreign burdens will cause a pro- 
portional decrease of profits, and the extreme limit would be 
reached when foreign payments absorbed 25 % oí the valué of 
exports. 

If, then, it were possible to establish the comparativo cost of 
all exported and imported oommodities, it would be likewise pos- 
sible to determine mathematically the precise point at which 
increased taxation for liquidation of foreign liabilities, would 
canse importation to cease and home production to commenoe 
in each sepárate instance. 

In the same manner the amount by which imports would have 
to be diminished, or exports increased, or both, to meet an 
increase of fixed foreign burdens could be determined. 

In the suppositious case just cited the increase by 10 % oí for- 
eign fixed burdens would demand an increase of 20 % oí exports, 
or a similar decrease of imports, or else a siinultaneous and uni- 
form increase of one and decrease of the other by 10 % . 

If the increase of foreign burdens were equivalent to 20 % of 
the valué of exports, the increase of exports required would be 
40%! 

Every successive increase of fixed foreign burdens must, 
therefore, increase the ultímate demand for bilis and tond to 
lower exchange, and reduce the profits of production and 
exports. 

If, as has been asserted, the equilibrium of annual International 
payments has never been attained, and is impossible except by 
the aid of foreign capital, as soon as the proceeds of the loans 
were exhausted the chronic excess of demand over the supply of 
bilis must recommence, and exchange faU again ujiinterruptedly, 
with no hope of even a temporary reaction, until a new loan were 
negotiated ; as each successive fall of exchange must add to the 
déficit, and still further exaggerate the excess of the demand to 
the supply of bilis, if it were then impossible to re-establish 



the equilibrium ín tho tiny asaertod b; means of fraali loans, 
exchoDge miut drop contíauDUHl; vintil eitber xero or mapeo- 

aion of payments «rere rcauhpd ! 

It ia Qot dcnied that the accet«Ío>i ot loreiga rnpitnJ, Ín auy 
form, exeruises b powerful and often dctenniniug inüii^ni^i^ oti the 
¡mme(tiiit« course of Pxühiia^, íccreasinK as ít niust th» Bupplj 
of billa, but ?ipeneiic» tenuhoa ttuit the gratuitouB aaBcrtion that 
the equilibrium iif exchange ia abaolntoly dopendent on tho pe- 
riodiu recurrence ot loana, and that it haa not and rannot l>e rea- 
liíed without BucH adíentitiouB reaourcea, to be untrufi. 

During' the ei^ht year», to take an cxnmple. from 1368 tal874, 
unly one foreign loan for Ea. 26,667!500i gold was negotíated, 
and the total valué of toreign eapit-al imported wos Es. 45.806: 
437 í, exchatigB riaitig from ni to 26d. ! 

It can Bcarcely be pretended tbat thie inaignificant asaistonoe 
from forpign capital, equivolent to lesa tban 5 X "' tlie nominal 
valae of tho currency and (Uso of eiporta, waa snfficiBnt tü raise 
euchange from 17d. to por in the ahort term of 8 yaurs ; but, if 
ío.howthen can ¡tbeeijilaiaed that in 1875 anew loan, for nearly 
double the amount, only aucceeded in mointaining exchiuige at 
par for that year, the rate fulling agíün in 1876 to 25d., and 
in 1877 to 22d. P 

The undeniable fact, wbich the study of the eaiiaoa of the rije 
of exchanjte during' thia period, 1868-1875, diatlosea ia that Na- 
tional reaourcea, almost iinasaiated, were BufBcient to raiae the 
rate of eichange from the l,>weat point it had ever yet reachod 
to above par, in aeven years, and at the cloae of an. eihausting 
war, siuiply by the aicesa ot the valué of eiports orer that oí 
foreign paymeata; and poicta the moial that tho only mauner 
in whtch a similar atable equilibrium may be attained ia by 
eitber inereasing the Talue of exporta in the aame uianner, or by 
reduoÍD); importa to lonie siiuilar proportion to exporta th»t 
tbey theo repreaented, 78 ^ , or both. If theu, the linaacial 
hietory of the coimtry shows that frequent uíe has been made 
of foreign Capital to eatablish the equilibrium of intemationaJ 
paymenta, it cannct b^ thereby toucluded that thia waa eiUier 
indispensable or adíantageouH, aa, with or without it, the equi- 
librium DiOBt haíe been attained, becanse it ia the consequencu of 
aelf-adjusting nature of real or int«rnatioDal exuhange, when 
not arbitraríly iuterfered with, and which Uke all phenomena, 
obeys precise and unvaryiog lawa of motion and equilibrium. 
that, as soon as its equUibrium ia diaturbed by either a risa or 
fall above true lar valué, the whole economical aystEiu ia at 
once aet in motion, at heme and abroad, until, by a mora or teas 
rapid rearrangement of its elementa, a freah state of equilibrium 
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is evoWed. The passage from one state of cquilibríum to the 
other can only be comprehended by the action of a pair of f orces, 
one tending everlastingly to destroy and the other to restore 
the balance. This state of equilibrium must, however, either exist 
or be in process of readjustment; and may he likened to a perpetual 
see-saw, always seeking but never attaining any but a tempo- 
rary repose, and, like Sisyphus' stone, only reaching the top of 
the hill to immediately oommence to slip back again. 



-•^ 
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The Influence of Foreign Loans on Exchange 



The effect of considerable foreign loans on exchange will vary 
in accordance with fche method employed and the manner in 
which the proceds of the loan are received. 

If the proceeds of the loan are whoUy drawn-f or, in lieu of being 
imported as buUion, the specie would remain in the lending 
country and there might then be no disturbance of the currency 
and, consequently, no alteration of prices in that country. In the 
borro wing country the supply of bilis would be largely supple- 
mented, and real, or international, exchange go to par, if it 
had not done so previously. 

In countries with a metallic currency exchange would not rise 
beyond the máximum gold point, when any proceeds of the loan 
that still remain ed would have to be shipped. 

In the case of a depreciated inconvertible currency this need 
not necessarily be the case, as even af ter the equilibrium between 
the supply and demand for bilis has raised international ex- 
change to par, nominal exchange may continué to rise until it 
reaches the real local máximum specie point, equivalent to the 
legal ;par valué of the currency, plus the expense of importing 
bullion. 

The influence that the importation or exportation of bullion 
exercises on the valué of the currency strictly speaking affects 
not international, but only nominal exchange, and, consequently 
can only be considered when that subject comes to be treated. 

In consequence of the rise in exchange, provoked by a foreign 

loan, local prices (paper) of both imports and exports will fall, 

but not in the same degree ; those of exports falling simulta- 

neously, and in the same proportion as gold, whilst those of 

imports will fall less, and more slowly, just as they have been 

already shown to ristdifferentially in consequence of an improve- 

ment of exchange. Consequently the supply of exports will 

sufFer a greater reduction than will the demand for imports, and 

this inequality will persist until the difference created in the 

demand for imports becomes equivalent to the increased supply 

of bilis resulting from the loan. When therefore the proceeds 

of the loan are exhausted the equilibrium of real exchange 

being again disturbed, by the excess which the demand for 

imports has acquired over the supply of exports, it must fall 

again until not only this excess is reduced to a level with the 
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original supply of bilis, previous to the loan, but also until 
either this supply is supplemented by some positive increase 
of exporta, equivalent at least to the increased cost of the ser- 
vice of the fcreign dobt created by the new loan, or until the 
demand for importa is still further reduced in a similar ratio, or 
both. 

The increase of exports is a matter of tima and labour, and, as 
has been shown, the tendency of imports is of ten to increase as 
exchange falls. 

Unless, then, some means aro adopted to seaure the necessary 
reduction of imports to compénsate the increased burden of 
foreign payments, that every fresh foreign loan niust originate, 
at least until the desired increase of exports can be realized, Inter- 
national exchiinge muát remain unfavourable. The only means 
to attain this indispensable decreaso of imports is by the increase 
of duties on imported commodities ; but, in order that such a 
purely fiscal measure should not exercise a protective inñuenco 
that was never intended, it should be accompanied by an equi- 
valent internal, or excise, tax on similar local production. 

If, in place of drawing-for, the proceeds of the loan they were 
in shipped, the disturbance of the currency that would ensue 
would cause a rise in prices and shrinkage of imports in the 
lending country. The effects of the importation of alarge amount 
of bullion would be, strictly speaking, confined to nominal ex- 
change, but as soon as the bullion was thrown on the market, 
real exchange, if not previousiy so, would go to par, but not 
beyond, as any déficit that might have previousiy existed 
between the supply and demand for bilis would then be made 
good by ro-exportation of the bullion. 

The nett result of a loan, thus applied, would, therefore, be to 
cause a greater fall in prices of exports and a less reduction in 
those of imports than when drawn-for, until bullion commenced 
to retum to foreign couatries, when the course of real exchango 
would be similar to that alreadydescribed in the case of the i^ro- 
ceeds of the loan being drawn-for. 

The ultimate result of a foreign loan thus utilized would, there- 
fore, be a tendency to lower exchange more than if drawn-for. 

If the loan were neither drawn-for, ñor its proceeds in-shipped 
but applied exclusively to the liquidation of over-due foreign 
liabilities, there would be no immediate alteration in either real 
on nominal exchange, and the only result would be a negativo 
one, the avoidance of a probable further fall in both. Ultimately, 
however, the increased cost of foreign payments caused by the 
new loan must disturb the equilibrium of real exchange and 
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provoke a f all, unless compensated by an increase in the valué of 
exports, or decrease of that of importa, or both. 

A f oreign loan productively employed in the direct increase of 
production, or the decrease of its cost by construction of usef ul 
public works, such as railways, might easily, after some lapse 
of time, produce sufiicient advantages to compénsate the in- 
crease of foreign burdens, and re-establish the equilibrium of 
i"eal exchange independently of any increase of exports, or shrink- 
age of impoi'ts; and in this case, if the equilibrium between 
the annual international Debit and Credit could he in the mean- 
while secured, gold would not leave the country. Otherwise the 
drain of gold back again from the borrowing to the lending 
country is an inevitable consequence of the mechanical method 
in which international Exchange is readjusted; and explains how 
in Brazil, R. Argentina, and other countries, in spite of the im- 
mense sums received in the shape of European loans, that in 
Brazil is certainly not less than .£150,000,000, and in R. Argentina 
largely exceeds this amount, little gold remains in the Country. 

The unproduclive employment of f oreign loans in the pay- 
ment for example of administrative expenditure, even if it be 
all spent in the country itself, will add nothing to the productivo 
capital of the country, the money will have been simply spent, 
without producing any equivalent, and is lost for ever as far as 
capital is concerned. 

The immediate effects of a f oreign loan must be identical 
whether productively or un productively employed, but the 
ulterior results must be, in one case a possible rise, and in the 
other a certain fall in the tendency of exchange. 

The only possible advantage that could accrue from the un- 
productive employment of a f oreign loan lies in the eventuality 
of having, by means of the economical employment of cheap 
f oreign capital, avoided the necessity of increasing the taxation 
of production, and thus allowed greater opportunity for the de- 
velopment of industry and accumulation of individual wealth. 
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Foreiirn Fnnded Debtt 



PSBIOD 


ÁTKSAai 

A.V]rüA.L TÁLÜX 

OF THS 

VIDIEAL 
VORKIGir DBBT 


ÁTKKA.aK 

ÁNKUAL TALUX 

OV PK0TIK0I4L 

ÁVD 

MUVICIPÁL 

WOMMIQM DKBT 


áJXVVkh 
A.VKB46S 

VÁLUB or 

THB TOTAL 

roBBieír dkbt 


COBFVC- 

cixirr 

PBB 
CÁPITA 




Bs. 


Bs. 


Bs. 


Bs. 


l8t 1860-1864 


76.124:818$ 




76.124:818$ 


9$227 


2nd 1865-1869 


127.243:012$ 




127.243:012$ 


14$223 


3rd 1870-1875 


141 822:366$ 




141.822:366$ 


14$018 


4th 1876-1885 


162.057:928$ 




162.057:928$ 


13$368 


5tli 1886 1889 


220.827:427$ 


3.575.000$ 


224.402:427$ 


16$173 


6tli 1890-1892 


259.928:286$ 


10.233:334$ 


270.161:653$ 


18$315 


1893 


261.872:162$ 


24.196:000$ 


286.008:162$ 


18$693 


1894 


281.877:302§ 


25.379:000$ 307.256:302$ 


19$696 


1861 


68.101:652$ 


NiL 68.101:652$' 8$407 


1895 


353.860:423$ 


25.379:000$ 379.239:483$; 23$702 



The coefficient of total foreign indebtedness lias (allowing for an 
anniial increase of popalation of 2^%, from 8.000:000 in 1860 to 
15.600.000 in 1894) risen from Bs. 8$407 gold, in 1861. to Bs. 19$696 
in 1894, or 134 %, inoluding Provincial and Municipal foreign 
loans, a truly alarming rate of progression, if not compennated 
by the productivo employment of tho proceeds of the debt ! 



Ánnoal Serrice of the Foreign Debt. 
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FOKBIOir 
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COKF- 
FICIEKT 

PER 
CAPITA 



Ist 1861-1864 

2nd 1865-1869 

3rd 1870-1875 

4th 1876-1885 

1886-1889 

Iieliüif Coirenioi *) 
1890-1892 [ 

1893 
1861 



Bs. 

11.032:079$ 
8.529:368$ 
10.038:864$ 
12.925:844$ 
16.440:387$ 
64.482667$ 

13.598:859$ 

13.336:033$ 

5.122:157$ 



Bs. 



Bs. 

11.032:103$ 

8.529:368$ 

10.038:854$ 



Bs. 

1$377 
0$954 
0$991 



12.925:844$ 1$066 



16.645:237$ 
65.011:001$ 



204:350$ 

528:334$ 

.027:293$ 

1170:527$ 1 14.500:560$ 

NIL 5.122:157$ 



r 65. 
(14. 



1$199 
4$K)6 

0$937 
03947 
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TO 
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OF 
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7.8°/o 
4.8-/0 
4.8^/,» 
6.6"/„ 
7.2% 



5.1% 
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3.2''/o 
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The total nominal v&liia of all Federal foreign loana negó- 
tiftted írom the jear 1824 to 1892 ftanraats to ^71.891^10 
(EB.639,04l!766t), of whioh howevor, onlj 85.6 per cent., eqiii- 
valent to ^62,313.050 or Be. 558.898:500$ goM, have been 
aotually reoeived, the balance of .£9.578,250 (Ra.B5,143: 164), 
or 13 per i>eut., having beea absorbed by expensea, («miDiaatons 
and discounta. 

The differenoe between the nominal valué payabla of a fortiigia 
loan and the real valne reeeiíed h uaoally regarded ai an abao- 
lute equiralent losa to the borrower ; but, in p lint o( fant, sttoíi 
¡H rarelj the caae, and a preat part of the loas is merelj apparent. 
Tho termá of moat uf tlie foreign loaní nogotlnted with Bmzil 
^tipulate that amartiaation shall be cffected by tender whea 
the mirket quotaticms ara bülow par, and by dravingj whea 
the; are above. 

Conseqoently the lower the market qaotation, the {^reater will 
be the advanta>|fe to the borrower, who can thiis repay hía debt 
with a lees expendititre ! 

From 1861 to 1B94 foraign bonda to the nominal valué 
of .836,639,441 were amortised with au eipandlture of only 
¿£34,452.511. Tlie real valué, that ia, the original nett valué 
reouivod for theae bouds was .£3 1 ,050,725, and, conaequentlj, the 
Ios3 of £4,588,711, wHicli the amortiaation at par miut have 
entaüed, wa» reduced to Í3,40I,783, or only 10.09 per oent. 
oí the nominal valae of the loan, in lieu of 13 por oent. 

In 1890 National foreign credit Buffered a aavere cheok, and 
the market valué of Brazilian bonds fell rapidly to 75 and 80 par 
oent. of their nominal valué. In consoquence from 1890 to 1894 
bonda to the nominal valué of ¿61,391.716 have been purehased 
for about ^930,738. The real valué, orig-inaUy received, oí theso 
bonda waa ¿E1.223505 ; so that.in Heu of the loas of í163,2lI0, 
which must hnve acemed had theae bonds been redeemed at 
par, a nett prufit has been realíxed by Brazil of Ü293,777, 
whilat tha h:ital aaving effected by the fall in prioes amounts 
in 4 yeara to the iwnaiderable sum of Ra, 3,097:634 gold, which 
muBt continué ta accumulate so long aa the low quotations of 
Braiilian Beeurities peraiat. 

Itftherefore, the loaa of foreigu credit ia for many rea^ona to be 
rogretted, and has ita desided disadventageH. moral ua well as ma- 
terial, ¡t ia not an unmitigated evil, but undoubtedlj alao confere 
tangible and positiva banefita by facilitnting the liquidation of 
foreign liabilitiea at a cheaper rate; thus materially redacing 
the bnrden of foreii;n piiymenta, and thfreby iniproving the 
prospecta of intemationol eKchanf^. 

The immediate effect of a foreign loan on the conrae of ex- 
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ohange mtist be purely transitory, and any improvement it may 
effect can only be rendered permanent by the simultaneous in- 
fluence oí other and more persisten b causes. 

Thiis in 1865, when exchange had already commenced to fall, 
a considerable foreign loan for Bs.44,445:000$, not being accom- 
panied by any other real cause wbicb would sustain the rate oí 
exchange attaiaed by the influence oí the loan, but, on the con- 
trary, being simultaneous with a real cause for depreciation in the 
excessive foreign expenditure of the Paraguayan war, was unable 
to raise exchange at all, and only to maintain it at about the 
same rate, 24^. until 1866, when it recommenced to fall again. 

Becapitulating: we conclude that the immediate tendency of 
all foreign loans must be to raise the rate of international ex- 
change and the valué of the currency, but that unless some 
means of increasing production and exports, or of diminishing 
the valué of imports has been secured, their últimate effect must 
be to deprecíate the valué of khese exchanges to a lower point 
than that from which they had risen, and that this depreciation 
will be greater when the loan is unproductively employed. 



-Hlf 
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Interna! Loans and their effect on Exchange 



The effeots of an iuternal loan on international exchange 
would be generally less direct but more pornicious than those of 
foreign loans. A home loan can rarely be advantageous when a 
foreign loan can be obtained on eqnal terms, except f or consi- 
derations of a moral nature. 

Internal loans must be derived from either Capital ifcself, thus 
reducing its amount, or else from aocumnlations that would 
otherwise have found their way into the money market and 
increased the capital available for production. 

The direct or indireot reduotion of produotive capital must 
prejudice production; so that, in addition to a usually higher 
rate of interest, an ini emal loan will entail either a real decrease 
in the valué of production and exports, or a contraction in the 
usual rate of the increase. 

If the internal loan were productively employed there would 
be no actual decrease of Capital, but merely a transfer; though it 
Í8 improbable that any governmeht could employ the proceeds 
so advantageously as Industry itself ; and so, even in this case, 
there would be a probable los? and tendency to weaken real 
exchange. 

If the loan were unproductively applied, there would be a 
real and positive decrease of capital, as the proceeds, even if en- 
tirely expended in the country itself, would not compénsate the 
loss of capital, but, at best, merely replace in some instances a 
part of the circulating capital that administrative debts had 
previously immobilized. The sums spent in píiyment of salaries 
and wages would be simply consumed in the purchase of com- 
modities and payment of debts, and be lost for ever as capital; 
only that part, perhaps, which was saved finding its way 
ultimately into the money market, and thus compensating in an 
insignificant proportion the reduction of Capital caused by the 
loan itself. 

An internal loan, if payable in currency, will not alter the 
relations between the supply and demand for bilis, and theref ore 
will not directly affect international exchange. Ultimately, 
however, the reduction of Capital caused by the loan must affect 
production and exports, and exercise a weakening effect on 
international exchange. 
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National Loans payable in gold 



The first national interiial loan payable in gold was emitted 
in 1869 for Rs. 30,000 : 000$. The valué of the internal debt 
payable in gold, including the loans of 1869 and 1879, and the 
part of that of 1889 actiially in circulation or belonging to the 
banks, as well as the ' Apolices* of 4 per cent., had risen in 1894 
to Rs. 272.569 : 500$, an average increase of 32.2 per cent, per 
annum. 
The service of the debt demanded in 1894 the sum of Rs.9,775:327| 
gold, equivalent to Rs. 26,261 : 252$ currency at th^-current rate of 
exchange for that year, exclusive of the service of the bonds of 
1889 deposited in the Treasury in guarantee of the emission of 
the Bank of the Republic. 

In addition to the geYíeral effect on exchange of all internal 
loans alroady described, the payment of the service in gold will 
affect intemational exchange directly by the increased demand 
for bilis that the importation of gold for the service of the loan 
must créate. Part of the consequent increase in the demand 
for bilis and of the tendency of real exchange to fall will be 
recovered when the buUion is thrown on the market afresh, 
though some loss is inevitable on account of the expense of 
shipment of buUion, and this must always exercise a weakening 
effect on the tendency of exchange. 



Arerage Annnal Talne of the Internal Debt Payable in Gold 



PERIOD 


ANNUAL 

A VER A 6 E 

VALUÉ OF 

INTERWAL GOLD 

BONDS AND 4 % 

Apolice» in 

CIBCÜLATIOir 


COEFFICIEHT 
PER 
CAPITA 


ANKÜAL 

AVE&AOE C08T 

OF THE 

URBVICR OF THE 

DBBT 


al o » « 
gS « « w 


PÜPÜLITIOK 

AX5UAL 
AVE E AQ S 




Rs. gold 


Rs. 


Rs. gold 


Rs. 




1861—1864 Nil 










1865—1869 6.667:667$ 


0$671 
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0$016 


8.250,000 


1870-1875 28.862:133$ 


2$850 


12.214:198$ 


0$201 


8.940,000 


1876—1885 58.186:892$ 


4$856 


42.128:769$ 


0$355 


10.117,000 


1886—1889 59.000:275$ 


4$252 


27.184:909$ 


0$589 


12.135,000 


1890—1892207.012:302$ 


14$024 


75.739:445$ 


1$703 


13.875,000 


1893 234.910:000$ 


15$353 


11.948:577$ 


0$780 


14.750,000 


1894 


232.782:000$ 


14$921 


9.775:327$ 


0$627 


15.000,000 


1894 


272.569:500$ 


inclusiv 


eof loan 1889. 







It íh impoaaible to acribe nt a oorreot estímate of the leal 
valne reoeived on aocotmt of intemal loans payaWe in gold 
without deduetínií all the expenditure on aooount of oom- 
missions, brolt^raK? and discoiints, whiah are naobtainable. 

If , however, the general resulta may be jadgedfromthoBeof the 
loají of 1889, which waa iaened under more favourable conditions 
and circTunataiices thiin the others, tliis method of raising money 
wonldappiiac to be mueh more O03tly, as well aa more incon- 
Tenient thaii foreÍRn loans, Dr. Euy Barbosa haa Bhowii íh 
hÍ8 report for 1891 that the eipenditure conneoted with the 
loan of 1839 amonnted to 17,3 per cent, of itx nominol valué, 
compared with a losa of only 10.8 per cent, realized on tha 
f oreign Icana negotiatcd diiring the bame period. 

Ánnual Árerage Valne of the Debt payabte lo Cnirencj 



1890—1892 

1893 

1894 

1B61 
1861—1894 



68.174:079í 
B1.655:& 
223.553iS32? 
258.454:965$ 
328.025:4895 
199.477,672í 
117,569«47i 
97.710:1491 
54.764:2( 



21Í315 
23Í657 
13Í523 

75684 
16Í806 

7*991 



cnrrency 
70,536:130$ 
104.754=840$ 
263.976:685$ 
316.257:520$ 
■370.745:150$ I 
'304.234:000$ ! 
266.639:646$ ■ 
262.175=400$ 
64.734:200» I 
367.238:500* I 



currenoy 
8$549 
11S717 
24*115 
26$082 
26*720 
20*626 
17Í427 
163896 
7*991 



The intemal debt payable in eurrency has increased 305 per 
cent, sini* 1861. Reduced to ita correspondiiig- cnrrency coef- 
ficienta pee capita it showaan increaaeof 110.3 per cent., whílst 
population haa increased for tho same perio i, 1861-1894, by 92.5 
per cent. If, howeíer, theae coefficienta be rednced to tbeir 
real or gold valué at the cnrrcnt rate of exchang-e for each 
yeai, the resulta wil! show a positive decrease in the real valué 
of the intemal federal indebtí'dneas payable in ourrency equiya- 
lent to 19.5 per cent I 

Undoubtedly the aase with whish this debt has been mora 
Lhan trebled in 29 yeaie, nithont any serious attempt at fuuov- 



tisatíon, ia une of tbe moat unsatisfoctory features of NutioEal 
finance, bb tlie elatiticitj of tbe deht itaelf is ita salvation, 
adapting, ae it doea, the burden of debt to the reBource* of the 
debtor. 

The ÍDimense lulvantagei to the countr; of uontrauting loans 
on a currency, in place of a gold baeia ia icdieputable; andit ia 
muuh to be regretted that auoh a wholeaome practic« waa evpc 
abandonedin favourof Natiaiiiilloaiiapafnblem((old,therigidity 
of the conditiona of which render them nnfitted to the oacillating 
Datare of all Tolaes, that the inatabiüt; of the unrrency entails. 

The injustice and injiir; inflicted on creditors in general, and 
on 'apolice'holdera in particular, bj the depreciation of the cnr- 
rency has been greatly exaggerat^d, and ia in reality much lees 
tban it appenra, because the depreciation in general valué, or pur- 
chaeing-power, ia mnch leas thao tbo mere depreciation of real, 
ac metatlic Talue. 

The ríae in pricea consequent on a faU of eichan^re ia not 
nniforní, andj witli the eiteption of exportable produuta, always 
mnch leaa than the riae in the price of bullion itaelf. 

At. Z7d. par, the real valué of im 'apoüce' of Ea.l:00O f will 
correapond to its nominal valué. If, then, eichange fell to 
13Jd., andallpriceHroHennifonoly.thia 'apolioe' wouldthen only 
suffice to poTCbase 500í gold worth of (tooda, whera itformerly 
purohaaed Bs. 1^000$, and the depreciation of the valne of 
the 'apoliee' wonld be equivalent to 50% . All prices, however, 
do not riae unifonulf, aa hae been already írtat«d and will 
preaently be proved. If we snppose that coramoditieB and 
eipenditnre have risen on an overage 50, in lien of 100 °/o, 
then 1,000$ nonld parchase 7501 gold worth of goods, 
in place of only 500$, and the depreciation o( its general valué, or 
pnrohasing-pon'er, would be only 25 %, altliough the depreciation 
of its real or gold valué would atill be 50 % . 

Itmuatalao be borne in mind that e ven the original purchasers 
of 'apolicea/ if any cxíat, acquired the greater part of theii 'apo- 
licea' at a conaíderable diaconnt, whenexchange waa it^elf below 
par ; and that, conseqnently, their repayment, or payment of 
their interest only, at any ratti in excesa of that at which they 
' were oríginallf emitted must entai) an eq'ially poaitive loaa to 
one aide aa an entirely unearned and undeaerved increment of 
profit to the other. 

During the ParaiiUayan war alone «8.173. 935:54 8* were ia- 
Bued in 'a pólices,' which only realized Bl% of their nominal valué ; 
the loBB to the State, if theae 'apolicea' nere repaid at par, wonld 
belta.26.249:976$. 
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Average animal cost of the senice of the Internal Debt 

payable iii cnrrency 





Rbal, ob eoT.n, cobt 

OV THK 8XRVICB 


COBFFIC- 


Actual 
ob komikal 


GOBFFIC* 




OF A POLI CBS 


lElTT PBB 


COHT OF 


CIBHT PBB 


< 


▲T CV&BEHT RATB 
OF BXCHÁITGE 


OAPITA 


THB 
8KBTICB 


CAPITA 




OOU>. 

Rs. 


60LD 

Bs. 


PAPBB 

Es. m/c. 


PAPBB 

Es. 


1861—1867 


74.098:820$ 


0$4% 


4.246:553$ 


0$524 


1865 1869 


4.875:480$ 


0$545 


6.264:112$ 


0$706 


1870-1875 


13.585:574$ 


11342 


14.616:521$ 


1$444 


1876—1885 


15.928:013$ 


1$313 


18.959:197$ 


1$547 


1886—1889 


17.196:153$ 


1$239 


19.333:559$ 


1$397 


1890—1892 


10.165:986$ 


0$689 


15.210:489$ 


1$031 


1893 


5.688:916$ 


0$375 


13.330:784$ 


0$871 


1894 


4.855:192$ 


0$311 


13.310:570$ 


0$840 


1861 


3.863:896$ 


0$477 


3.765:753$ 


0$464 



The advantages of the internal debt on a cnrrency basis, 
compared a similar debt contracted on a gold basis, is still more 
evident if we compare the relativo cost of the annual service in 
each case. The actual cost of the service of the debt in 1894 was 
Es. 13.310: 570$ cnrrency, which, at the current rate of exchange, 
was equivalent to only Es 4.855 : 192 $ gold. Had the debt been 
contracted on a gold basis the annual service would have cost 
Es. 35.170 : 242 $ cnrrency, or nearly three times as much. 

During the 5th peiiod, 1890-1892, the amóunt of this debt was 
greatly reduced by the conversión of Es.124.642 : 000 $ into 4 
per cent, gold bonds ; this accounts for the fall of the coeffi- 
cient of service from 1$397, in the previons period, to 1$031 cur- 
jrency per capita. 
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The Bsnal method of esttmatiiig the indebteiliK'^ oí <x 
«hne íbe debt consñtE of lutñlitiM pagable botli in púd utd 
dtrpreciated correricj U to ralue tU at tlfir nominal or par 
tbIiw, and to conader tbi$ as tvpreseotitiK an eqoinUent debt 
pajable in gold. Thia doe« not, h>)w«ier. gire a tnw kle« of 
the tme valiw of the clebt, btit oolj at tbe naxiiunm ntlna 
it wonid asgnnie if eidiangc stood at jar (27d.), or if it irere 
poeeible for it tp go to par withoat any reJnction in the Tolomp 
of the cnrrency, On the otber haod if the part of the liebt 
pBjaUe in cnrrency is rednced to goM at the current rate of 
eachange, thia sdded to tbe anioant of the debt paysble in gold 
wilJ give the actual gold lalne of the total debt for the monient, 
bnt will only represent ita tme valué so liaig aa en-hange re- 
miün nnalteretU Any rcdaction of the voliuue of the cnrrencj 
most raise the Talue not only of the renisünder. but also of all 
Becnrities payable in coireney- The real ralue of the total 
Kational debt, that ia, tha g(Áá coet at vrhich it conld bepaid 
ofF, the trae test of valne, will be neitíier the t 
the actual, but the mean valne. 



Th<t total Federal Uabllit} Inctudtii^ tbe Fiinded, Flratiii; 
and Secnritj debt was accordiag to the eistiiiiate pri- 
senled to Congress in I8Í)5, astolloirs: 





£ 3.765-100 
5.769:100 
19.122:300 
3.710:000 
7.442^00 










- 


" " 1893-S ■■ ■■ 








Total foreign fimded debt at 27d. 
Pay^hU in gold 


£ 39-808:800 

E 124.655:000 
13.541:500 
24.679:000 
109.694:000 


353,860,423$ 


National loan 1868- 6S pee cent 
•■ 1879-4Í '■ - 
■' 1889-4 " ■' 


272,569:500í 






626.429:923! 
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Bs. 


Bs. 
626,429.923$ 


INTBBNAL FUNDED DEBT 






Pa/yábU in currency 






Apolioes 4 per cent 


119.600 




«' 5 " " 


262.118:900 
105.000:000 




NstioiiAl loan, 1895 — 5% 

Total f onded debt, gold and cur- 
rency, home and f oreign 


367.238:500$ 




993.668:423$ 


NON-FXTKDSD DSBT. 






XJninscribed debt 


22:176 




Debt inscribed in "grande libro" 


135:994 




** " in aoxiliarj books 


148:766 





FLOATINQ DEBT. 



306:936 



Orphans* funda E. 16.271:994 ' 
Deposita "Caixa 
Económica" 36.768:928 

" "Monte Pío" 1.223:163 
XJnclaimedinheritancea3.919:543 
PnbUo depoeita 5.969:357 | 

Snndry 180.478:692 ! 244.628:677 

8KCUBITT DBBT. 

Cía. Commerdal, Bio 5.000:000 
State of Sergipe 1.367:500 

Piauhy 526:100 6.893:500 



9» 



Total nnfunded debt. 



251.829:113 



Total fanded and nnfnnded debt. 
Liability for treaanry notea 



Total liability inclnding treaanry notea 

Liability for notea of tbe Banco Bepúbrca... 

Dednct bonds of loan 1889, depoaited in 
gaamntee of emiaaion 



251.829:113$ 



1,245.497:536$ 
337.358:652$ 



1,582.856:188$ 
340.714:370$ 



Total Liabilitt of thb Nation includinq 

THATFOB ALL NqTB8, MOVINAL VALUÉ 



1,923.570:558$ 
91.344:600$ 



Ba. 1332.225:958$ 
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AnaljKÍng the total üability, wo havB here four diatjnet 
ToluatioDS •- — 

Ist. The majdmuiu reaJ, orgold, valantionat 27dBB. 1,832.226:95S£ 
2lid. The miniuiiuii real vnlnatioii at the cnrrent 

rftteot BxehangelDd , 1,018.177:3578 

3Fd. The Moan of theae two. which íe the truo 

MabUity ,. 1,42S.201*57S 

4th. The Toluation in cnrroncj reducing olí ^Id 

debts topapcrBtthecuirentratoofeKohange „ 2,750.371 :003t 

Tlie firet would repreaent the real M gold liabílity of tha 

Nation only i/ eichonge stvud at par, or íf it rase to pnr withont 

nny teduction in the qimntity of the enrrency, which íb im- 

possible, at any rate fnr many yeata, 

Tbe aecúud representa the real valué of the debt at lOd., but 
wonid do ao no longer if exvhange roso or fell at all, 

Tho third or mean íb the tnie líability eqniralent to Ka.89f 075 
gold per head for all debts and notos, the trae cost at whiuh the 
whole could be paid oIF. 

The foucth representa the equivaJent in paper money of the 
whole debt, reducing the gold debt to its equivaleut in papec at 
lOd. the currtint rate of eiohange, but ¡H useleSE eicept to convoy 
an esaggeratBd and abaolutely false idea of the countrj'a indebt- 
edneas'i a proceeding;, ivhích iinpatriotic as it may be, nppcare to 
haré baen indulged ín hy aotne Jourmils desiruus of diacieditin^ 
the preskiat régimen at any cost. 



n of the Nationnl inddil ediieas nitli tlint of 
other coiiiitriet 



.Es. ■fold E 

Buzili Federal liabüityonly p-r P.jiiri! 62*104 

Fonded debt, homo and foreign" " 77Í843 
Fnnded, fioating and seonrity 

debt '■ " I 98} 

Ftmded, and ñoating debt and | 

Tteaaury notes . . ... " " 97S047 

Total debt iiidiidin^ nll nuteE. " " |l04f514 
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Prom the " Joucnal Statietiriue" for 1B88, we obtain the fol- 
lowing' ; 

Fraaoe, per capita. Fea 987.05 equivalent to guld Ra. 348Í438 

Oreat Britain and Co- 
lonias " 500,00 " " " " 176(500 

Itftly " 375.00 " " " " 132$376 

Auatria-Hun^ary " 274,00 " " " " 97S075 

Qermany " 213.90 " " " " 75S189 

Knssia " 212.50 •■ " " " 751010 

United States.,. " 90.00 " " " " 31J770 

From other aources we obtain the foUoning: 
AitatralianColomea... £ 46,3/. equivalent t* gold Eh. 411(560 
Eepubliea Argentina, " 45 " " " " 4OOÍ000 

Kepubliua del ücugiiaj " 30 " " " " 2661670 

República do Cliile.,.. " „ „ n ., 75^535 

Comparin^ the ¡a(«Test paying debt of Brazil, which inolndea 
the home and foreign fundad and Soating debts, with tbat of 
oUier conntries, we find that taking ita mean valae it is oonaider- 
ablj lesa than that of any European State, being Rs. 653750 
perhead, ogmpared withRs. 75$lI2furRusaia, tho leaat indebted 
of European great powers. If the liability for treaaury notes 
be included the coelGolent will lise to 771072, aud ia then greater 
than either Germanyor B.asBÍa¡ whilst if the liability for all 
emiesions is counCud, the total indebtodnesa ia 89Í075. or more 
than Qemiaiij and Bussia, and only leas than Franoe, O. Britain," 
Italf aud Austria ; bat in ttiia case ¡the hability of theae coun- 
tries for tbeir deprcciated emiasions of silveí and notee should be 
atso included. 

Compared with the U, States the reaults are lesa favaurablB, 
the liability, if limited tothe tunded and floating debt, being 
more than double that of the United States. 

Tuming to S, America we find that the Bcazilian debt, ezctu- 
siveof the liability íoc papec mooey, Í8l3.9% lesa than that 
of Chile, and if all liability for notes ¡b included is 16.3 per cent 
more; whilat it ¡a only 22.2 per cent, of that ot Argentina, and 
33.3 per cent, of Uruguay 1 

Comparisons with the two laat bankrupt stAtos can, however, 
serve no purpose except to point a moral to what condition 
reoklesH borrowing and eitravagant expenditnre can rednce a 
prosperen a conntry, 

In spiteof thesimilírity between the burdenof debt in Chile 
and Brazil one enjoya aplendid foreign oredit, wbilat the othar 
can Bcarcely obtain money on any terms. 

It ia, therefore, clear that the credit of a nation doea not 
depend merely ou the amount of its ia4ebtedncsa, and that if tbe 
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relftlive saIuo oE tlie fundeddebt per head vfard the Bole orite- 
rion, the oredít oí Bnidl ahould be aaoond 011I7 to that. oí the 
United Stntea itself ! Thia beeomaa more Btriking if tha oreiit 
of Brazil, witb ita modeat dübt oí 83JCI7S, be co!iipj,red with 
that of A.iiatra1ia, wítK the gireateat debt in the world, 411JS60 
per head ! 

Compared with Auatralia, a oouatrj whosa esonomiaal and 
social oonditioDB have more anatog; to thoso of Uraiil thaa 
Eurapean coaatric», and wliere borrowio;; haa been oarried to a 
far greater exteot, tbs advitiitage appanra at Ürst glanúe to be 
all OH tbe side of Brasil. The faot, hovarer, that neither thd 
prOBperity nor Bolvetioy of these ooluniu^ haí bsen affeuted hy 
their enormoiía debt, the graateat of any oon^idecable ooni' 
inunity, not excepting eren the pradif^al Argentina K^abliu, 
ia pruof eTÍdent that the coosideratlon ofmere ñgures, or the 
bare oomparison of coeffiuieats of indebtedauss, is of little valué 
in determining the relativa oredit or solvenoy of diSerent 
Btatí's, nnlesB both the manner and mathctd, in which the valué, 
that the debt represents haa been utiliüed, ia alao takeu into 
account. 

In Australia alinoet tbe whole of the vatue of the debt hm 
bean produatively employed in publie worka that yiold a poai- 
tive retura nearly eqiiiyaleut to tlio intereat due. In railwaya 
aluna over 64 per cent, of tbe whole debt, or .£102,388,363, has 
been employed, whieh, wbilst lending the moat impoctant 
aerTiooB to production and developineat, yielda an annual . 
avúTage proñt of 2.S per cent., the rate of intorest on the dabt 
being 3 to 3J licr cent. Hod these imniensH aams been waated 
on iron-clads and armiuiienta, palac«n and folliea of every kind, 
tu in the Ar^ntine, the átate of Australia to-day would be 
worae than that of the Píate ! Aa it ia, the produotive 
expenditure of thu luana ouables a amaU oomniunity of leaa than 
4.000,000 aouls to Biipport with ei|uanim¡ty and ineroaaing 
prospeñty tbe bui'den of a debt that, niÍHapplied, muat have 
proved orushing to mauy older uationaUtiea 1 

The ralative aolvancy of differont Statea muat depend more 
on tha appiication giren to the valúes the debt represents thau 
on ita mere amount; on whother it haa been nsofully and 
productiveiy employed, or no ; or, in a word, whether Capital 
boa beeu perpetuated nnd niultiplied, or wasted and deutroyed. 

What tben bas Brasil to show for ita debt of l,5a2,856KK)0t ? 
that is tlie qnestion to be anawered before considerin^ ita 
oredit in the world's markets, Tbe cailH-ay property of the 
State coneists of 2.658 kilnnmtrea, valuad at Rs.241 ,643^433. 
OF only 15 par cent, of the fundad debt, comparad with 64 per 



cent. íd AastralÍH. ; loi the reat, what ta there to ahow beyond a 
few unimpoirtaiit piiblic worka, a, auQDassfal foreiga var, a 
dapreciated cuireDcy, and bankrnpt troasury P 

A ffloomy picture truly ! Happy tlie ooantry whioh lilte 
Aostralia has no hUtory ? 

If we deduct fram the total dabt the valué of the national 
railways and the oost of tha Paragnayan war, thera still rema 
a large balance to be aoüonnted for, whtch boa baen expended 1 
mamly in liquidating perenníal defieita, and balanaing reveniuf 
with eípenditure by reoouraa to loans and other atill mora 
irrugular snbstitutea for ordlnary revenue, in place of either 
rediiciog eipenditure, ot Tesoliitely inoreaaing taxation antil 
looal reBDurces suffioed to meet ordinary liabilities. 

It ¡B to thia fatal Bysteni that can be traced hoth the neeeaaitj; 
for periodic borrowinjf. and the depreciation of the national 
currenoy, and not to the defloienoy ot reaouroes ti meet alí 
en^g^meuta, excepting' perhapj the extcaoFdinar'j expeadituTS | 
of the Paraguayan wat and for the constmction of railwayB. 

If exchan^ roae to par the maximmn, and not the mean, coef- 
ficieut wonld then represent the true liabílity of tho State, whioll 
«ould be then eqnivalent to 9B$928 goM per capita inoln- i 
ding the emiasion of treasnry notes only, and to Es. 114(514 golA j 
per heod including all notea. The coeffieient oT ¡ndebtedneaij | 
or liabiüty, wonld then he very groaUy in excess of that of an^ 
Earopean country exoept France, Qreat BritAÍn, and Italy, and -I 
«ven oome dangeroualy near to the last. Fortnnately thi 
practioally impossible wtthout a lar^ teduction in the TolnmB | 
oftha cnirency. 

The real Taina of the National Debt voríea with the valatf | 
ül tha cnrrency, incroaaing; aa axchanc^ risea, and vice-ver: 
oonsequently, taking solely ioto oonaideration its infinencs 
Tftlao and liabílity, a low rftte of eiohange ranat favour dobtora; ] 
the ohief of whíoh is the State ¡tselt, an-t prejudica craditíira, | 
and ia. consaquantly, advantageona tothe country at large. 

The preceding ostimata of actual indebtednesa is ba^^ed nn thá 
report preaantod to Congreaa by the CammísBion of Batimatea as 
far as the íloatíng and Becurity debt ara conoeruod, os alBO 
as retarda tha inscribad and uninscribed dabta. 

Aa regarda tha fundad dabt the estímate of the Commiasion, 
nppeara incompleta, aa tho infernal loan of 1895 figures for 
Ba. 100,000:000$ in lieu of 105.000:00[)t, its nominal valué; and 
the HuiQ of £3-710,000, the liabiüty for the Oeste de Minas 
loan, whieh Dr. R. Alvea in hia report eonfeesaa should be 
induded in the estimates of the foreign debt, boa been omitted 
altogether. 
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As the valué of the "Sundry" item of the floatisg debt has not 
been discriminated, whetlier in gold or currency, the minimuin 
or currency valué has been adopted. 

This valuation, however, does not appear to be complete 
without a statement of the foreign liability f or contracts already 
entered into, which are understood to be very considerable, and 
to ei^ceed 2CX),000:000| gold ; if this be added to the estimated 
liability it .mil considerably modify the results, and raise the 
coefficient of indebtedness by £8.12.|500 per capita, when the 
máximum would be £s. 117$000, and the mean £s. 101|575 
gold per capita, approaching still nearer to that of Italy. 
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Whilst the funded debt, intemol luid foieign, has increased 
429 per cent, from 1861 to 1894, the real valué oí theannnal 
Bervioe for intereat and BmortiBation baa nsen only 261 par cent. 
Thia discrepancy Í9 due chicAy to the reduotion efFected in the 
re»l, or gold valué, by tlie fall of ezcbange. Had ttiÍB reinained at 
par tbe increaae in the coat of the servico of the debt would have 
been 319 per cent. 

The coefflcient of interest and nmortisation has, oiring to in- 
oi«Me of poptUation and the reductiou of the rat«a of iuterast, 
riBBu only 75.3 per cent., from Ka. 1Í074 gold per head, in 1361, 
to 11850 in 1B94. 

In addition to the cost of the intereat and amortiaation of 
the funded debt the intewat guaranteed by the State on indus- 
triHil nndertakinga niust be inclnded in the eBtimat« of the 
f tTi'f^fti char(refl. 

The ^aranteed intereat actoally paid amounted to about 
Es, 9.350 : 0005 for the year 1893, or Eb. 0Í61 1 per capita. 



Total Anniml f'hargtw for the serrlce of tlie Federal debt 
and GDarBnt«eB, 1^5. 
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Th¡8 pliange nf pneition is dne to the fact tbat a large part of 
theBtaziliandebt, EK.340.714:370SDtti*aaarj notes, paya no in- 
terés* whatever. If interest were paid on thÍB part of tíie debt at 
the rnt? of 41 per cent, per anniim, the máximum coeffioiiínt wonld 
then beEe.5S060í, and the minimnm Rs.3í247. 

Th(j inferest on thia part of the debt at 4J pee cBiit. would 
amount bD 15^2; 146$, per annnm and the faet thut the State haa 
economized thia considerable addition to ita annual ohargea may, 
bj Bome, be regarded as an advan1»|fe and aa EUffieient apology 
for continoRtion of the policy of govemmenfc iasneB of torced 
currency. If the burden of the forced loan, tbat everynew emisBÍon 
ofpapermoney really coniititotes.felluniforinlyon all alikethece 
would be lesa objection to thia manner of raiaing nioney i but, 
aa wiU be preaently demonatrated, tbe bnrden of aiich oontribu- 
tions falla almoet eidusively on certain limited claaBes, nhích 
are in realitj defranded of the annual amount that the State 
economiíes by not payin^ interest. 

Intereat has bcen eatiwated on the floating debt at 5 per oent. 
per annam. Itia improbable that this rate ia ezceeded.if intereat 
is allowed atnll.or that thia debti'ouldbefundcd, aaitultimately 
must be, at a lower rate- 

A riae in the rate of exchange from lOd. to pnr (allowin^ auch 
a thing to 1>e poseible «rithotit any previona rednotion in the 
quantity of the currency) would Talse the real valué of the 
annual charges from the minimum of Ka .46.299:716$ actuaUj 
paid in 1895, to Eb.65 642 ¡091S gold, the maitimum. or41,7pBr 
cent.; andalthough asímullaDeona reductionínthenoDimal valué 
of the chargea from Rb,125.990 ;829í to Eb,5S.64Z :071l would 
have takevi place, eqiüvalent to 92 por cent., it must nút 
be auppoaed that the increaae of real coafc ia oompenaated 
by the fall ía tbe nominal, of that the former can cenatitute 
an.ythmg bot a real accesEÍon to the burden of annual charges 
and of t&zation. For payment of theae charg^a taxation ntuat 
be levied aufflcient to produce the eqnivalent of the inoreaaed 
valué; and auppoaiiig' that taies wore paid in kiud, in tieu of 
paper-money, it ia clear that the same amount of produce that 
originally aatisfied the aorvice of the debt when it roijuinsd 
only Ea.46.299 : 716Í gold will not suffiea for payment of 
Es. 65.642Í191Í, and, consequently, we niay conelude that ecery 
itnpronemsftí in the rate of emchan-ge is really eqniealent to a 
potitive mcrease ia the annual chargai for the debt, and in the 
real valúa of the taxaiio/i necesiury lo meei them. 

The riae in the rate of exchange, as has been explained, will 
not affect ull valuea uniformijand the prioesof only bullion and 
esporta will faJI xmiformly, and inveraely as the valué of Ihe 
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riirreiic}',otherpnoe«,mdudingiiDpDrtsBDdaIl local expendito», 

wiU fal] leas, aoil lees (jaiclly, CoiiMiqneDtlr. the re&l ralne ni 

Ule eharg^ forthe <Ukt, and, thcrefore, of thebnnl 

Dwtuaary tn meet it, «¡11 got incnase, as «as joet OHained, íd 

t)m same proportioa oa eicJiange iaa falleii, bnt ia a 

which will be that of the average f all of all pricca. 

ir, for eiample. the Talue emplojed in exporta i 
sentad by 6, aod tbat in all otber prodocta atul eipenditiir« 
bf 15 ; wben eichange roae 100 per r»iit. the Talue vf exporta 
UDuld be depruoiated 50 per cent, to 3; auppoainj; tb»t oth^ 
prices <mlf fell to 12 inattad of 7}, then the general depieciation 
of vnlnes wonld be (inl; 23£ per c^nt^ in lien of 50 per oent., as it 
would have been if prices bad all fallen oniformly, and tbe 
increafte in the real valué of charles and taxation would be 40 
per cent, in lien of 100. 

Tbe uoefficient of total foreign indebtedness wae Rs. 9$227 for 
the fir!<t period, 1861-64, and rose to Ba. ia$315 ({old per bead 
in tbe 6th period, 1890 1892. Since that date it has increaaed 
to Sa 19M%Lrald in 1S94. 

llie ajinual gervíce of the forei^ debt coat Ks. 1K377 gold par 
bead in thefiíat peri^Hl, and has octnally fallen toBa.0$937gold in 
the sixth period ! The inerease of f oreign indebiedness por bead 
from 1861-64 to 1890-92, was. equivalent to 98.4 per cent, and to 
1894 to 113.4 per cent. The cost of the service of the debt in the 
period 1890-% had, however, absalutety diminished in spite of 
thia considerable increase of debt, bj 46.9 per cent., owing partlj 
to tbe reduction of interest effected by the conversión loan of 
18B9, but ohiefly to the economy that low forei^n i^uotations of 
Brazilian bonde bave effected in the cost of their annual amorti- 
sation BÍnce 1890^ one positíre adTantage, at least, attáined from 
the l(iB8 of foreign Credít! 

The cost of the eei-viee of the foreign debt wub higheat in 
1860-64, Hb. 1S377 Kold per head, oWing to ertraordinarj araor- 
tisatioitfl, and fell to 01954 in 1865-1869, rieing again to If 199 in 
1886-18S9. The coat of tbe anniml serviee of tbe debt repre- 
aented 7.8 per oent., of the valué of Eiports in 1861-64, fell to 
4.8 per cent, in 1870-1875, ríaing agajn to 7.2 per cent, in 1886- 
1889, and finally talling to 5.1 per cent, in 1890-92, and 4.5 per 
cent, in 1893-94. 

The position of Production and Exporta baa, therefore, consi- 
derably iinproved.ineptteof tbe increaBe of 113.4 perc«Dt. in tbe 
debt iteelf, íf comparad nith the period 1861-64, the advantage 
for profits in 1890-92 being- eqoivalent to 41 per cent, of the 
valué of Exporta, aa far aa the foreigtt debt, alone is concerned. 

The total debt including Treaauíy notes, has increBsed, from 
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1861, to 1864, bj 535 per cent, whilst the charge for interest and 
aniQrtiBaticaí has rÍHen onlj 319 per uent. Tha cause of thU 
dücrfpancy is to be fonnd chieflj m the considerable proportion 
of the debt constituted by emíssions of papar- uoney, tenned 
Treaaury Not«s, which, bearing no iutereet, do not increace the 
coet of the auiiual charg^s. 

Thefacilitj that nn incoiiTertible currenc; affordsfor loanaof 
this cbaracter, and of borrowiDg mouef witboat iuterest, and 
with 00 deflnite obligation ot ever repajingj ¡Bprobably the chief 
cause of ita popularity with succeSBÍve administrations in Bcazil, 
as in other countriea, 

If, aa the V, deOnroPreto onoeaiistaiiiediiiaclisciiasion inthe 
Chajaber, the t^uajitity o! paper-money in oircula.t¡oa doea not 
influenoe ita valué, it Ja difficult to understand wby be ahonld 
hava preferred to negotiate loans of the ordinary kínd, and to paj 
¡□tereat in the oíd fasbioned waj, rather than recur to thía sini- 
pleat of all methoda of " raising' the wiud without payinj{ the 
pipoP." Dr, Kuy Barboso, though sustaining a similar theais, was 
moca ouQBÍBt«nt, and entered on an eitensive sjatera of vica- 
riüUH borcowingin uonsequenoe. Unfortunately the premise» of 
both one and tbe otbtir were wrong, and as a conaaquenoe ne now 
enjoy exchange at lOd. 

Government isauea of paper-money are nothing lesa than forced 
loana in their must ioaidious und arbitniry forui ; and conatitute 
an attaok on prívate riglits and prívate property just as mnnh ob 
the oíd fuahioned Hjatt'tu of Bítorting loans by torture, cua- 
tuuary in luaa refined timcB before papi^r-money waainvented. 

Tile ooly manner possible, by whicb a new emiasion oE paper 
money when gold has aJready bee i dnven froni circulation, 
ce,n attain any valué at all, is by depreciating what is 
already in ciroulation. Tbe valne of paper-money dependa on 
the relationa of di»uiand and aiipply and tbe balance nf Inter- 
national pnymuntB. Tbtt dcmand ta constituted by all the 
produota or objects, propertiea and aorvicee bought and aold, and 
the eiipply by the quantity of paper-money in circulation. If 
tlierefore tlie supply is augmented, whiUt thedeuiand remaina 
the aauíe, the valué ot iba paper money must be thereby depre- 
ciated. 

Tbe depteeiation of the paper-money in circulation wonid be 
attended by a simüar depreí iation of a]l debts and fiíed incomea 
and cbarges, of public securities pajable in currency araonget 
the rtst, whieb wiU be the only classea ot property and servioca 
thna ftffectcd, wbilst all other property or eervicea will be raised 
in price and valué in a similar proportion. 

Emifaiona of psper-nioney by the State are nDthing lesa than 
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foroed contributíons to whioh the Cspitoliat clasa, that ig the 
holdec oí the ([ceater piirt of both the currency and public 
Bnourities, contribatea almost eiolusivaly, and operates os a 
foroad tranafer oE part of the property of ona clasa to another, 
from Creditora to Debtors. 

On moral groiinda auuh. a Bystem of raising money cannot 
be defended, and muat be only mora anjiist and mjurions 
than the revorsal of the oporntion by any aysteniatic atterapt to 
raise the valué of a carreney that haa been long depreoiat«d by 
arti&túal meosareB. 

Thereal valué of the annual charsea foc intflrPst and amorti- 
aationof the National debt mnat vaiy lite that of the debt itselE 
with the valué of the cnrrency, increaainff asenchan^ riaea, and 
vice-vB-rsa, not in the aame hnt ín aleaa ratiot The redaction oF 
thereaJvaluHof uhargesfor the aerviuBOf the debt, oonsequent on 
a fall of eiohange, wUl prava an adminlstrative advantagfe only 
if revenas is not simitarly affeoted, which it willbe unleas nomi- 
nal taxation be proportionately increased ; its influence on the 
iatcmational Credit (activo), or resonroes with which to meet 
foreign liahilitiea, wili be in considerable, as the gi'eatev part of 
aaoh payments are íiied charges not anbject to alterationa in 
valué oonsequent on the oacillationa of eíuhanse. 



Foreign Guaranteed Capital. 



The gaarintee of interestoaiadiiatrinl iiiidectakinfis, although 
it canaot be classed as a, debt, beoniiso there is no uadertaking 
aa regarda the leimbarsement oF the priaoipol, RonatiCiites aa 
obl^tion that exercisfts an influenoe preciaelj' similar, and mnat 
be includsd witb othpr similar undertakiiigs wheii eatimating 
either the intemational balaooe of payraenta or the oost oí the 
annnBl char^ fúr interest and amortísatíou of the debt. 

In 1861, the polioy of truarniiteeing interest on foreiga capital 
eraployad in pabJic workB, which in after jeara was to take so 
great a derelopment, iras in ite ínfancy , The nominal capital 
gnaranteed was then only Its.62.222:223f gold equivalent to 
Bs.6í2DD gold per oapita, whiUt the ooofficieat of intereat 
gnaranteed was Bb. 0Í433 gold. 

In 1893 the Duiuinal vatue of foreíirn gnarantiied capitnl had 
risen to lía. 158.38l!867J «oíd, or Ka. 10Í150 gold per buad, 
whilat tho (M»Tespond¡ng cocfflcient of interest guaranteed liad 
adTanoed, oven more rapidlj than population, to ICs.Of 653 ^Id 
per heod. 

The only guaranteed raiJways in actual trafflc in 1861 were 
those from Babia and Recife to tlie Biver 8. Francisco, that of 
Santos to S. Fanlo being tben in ccnatmotion, Up to that date 
these two lines liad giren a iiniforiu deñcit ou thetr working 
expenses, and in 1861 alone, for many years previous and 
BQbseqnent, ahowed an aggregate excess of receipta over expen- 
diture, of Es.8;659! gold, or 0,46 per cent of the interest 
guaranteed, which ainounted to Ra. 1.866:667! per annnra. 

Starticg' from 1865, when the Sautoa Eailway uomnienoed ita 
trafflc, it will be obaerved that the relation of Expenditure ta 
Beoeipta haa been alwaya in inverse ratio to the rute of exchonge, 
increasing as it Fell, und vice verso, with the exceptioD 
of the period 1666 to 1689, when, in 8pit« of eiuhange rjsiiig 
lapidly to par, the ratio of eipenditnre to revenue inrreaied 
ÍDatead of diminisliing, owing to the eitraordinary growth of 
eipendilnre eiceeding by 91.6 per cent, that of the previous 
period and aleo the simultaneouH iccreasu of revenue by 55.4 
peí' cent, ! 

With this exception, the atatíatica prove that with a low rate 
of eichange, bb would be eipectwi, the expenditiire is rehitívely 
greater than with a, high rate. During- the different periods of 
low ejtehange, since 1665, the ratio of eipenditure to receipta haa 
sraged 51.7 ■/.. and during' thoae of high eichaüge 53.4 % . 



— 58 — 

Tlie incrcoBed ratio of sxpenditore will tend to diminigh the 
sDrplna of revenne on those linea only that previously g&ve a 
working profit, and to increase the déficit of those that did not, 
which latter repreaent 41 per UKnt. of the » hole guaranteed 
capital. The deorease of the surplua wiU alone augment the 
hurden of guamote^d int^reat, but even thie will be compessated 
indirectly hy the diminiahed coet of fre¡);ht on the goods carríed, 
and consequently of the cost of produetion and exporta ; whilst 
the loHS reaiilting from the augmentcd deñcite an the other 
claBS will fall iintirely on the profita or foreign capital, and 
represent so mach capital retained in the countrj, that would 
otherwine have heen export-ed, and diatributed abroad in the 
form of dividenda. 

Consequently, a low rate of exchange is from thia point of view 
an aduiiniatrative and ñnancial, and not an economical diaad- 
vantage, tfae losa t^ tlie excbeqner produued by the increase iu 
tlie amount of guaranteed interest payable, being' more thau 
compenaated ín other indirect waya, 

The only meana of redreaaing- the disequilibrimu is to either 
deoreaae the coat of working- eipenses, or increase the levenue 
of the railnaja. As it is probable that the tirat cannot stand 
any aerioua rediiction, the only alternative would be to raise the 
tariffa, which, howe ver, would increase the cost of production and 
diacourage exporta. 

Other conaiderations pf a moral natore roight, howevBr, Ten- 
der it advisable to reviso the tariffa in expeotatiun of a more 
or lesa permanent depreoiation of the currenuj ; in that case it 
would be advisable to revise tariffs in Huch a manner aa to 
enanre greater advantages for produce and exporta. 

With regard to the average annual receiptfi a continuoua 
inoiease is aotiüeable in the coeiBcient, which has riaon from 
0S220 in 1865-1869 to Eb,1,5098 in the period 1890-1893, an ave- 
rage of 14 per cent, per head, per anniini. During the peiiods 
of low exehange the average annual receipts per head were 
Be. 0.Í629, and during tboae of high exuhange Rb.0.S64O., the 
differenoe not amounting to 2 per cent,, but being precisely the 
reverse of what Winld be anticipated, seeing that the increaaed 
qnantity of produce exported in periods of low exchange ahould 
be evidenced in a correaponding activity in their carriage. 

If, however, the comparative annual percentage of the in- 
crease of receipts is examined the diaorepanoy becomes more 
marliedi that during the periods of a low rate of exchange ave- 
raging only 34.7 per cent., whilst with high excbange it has 
reaobed 66.6 per cent. 

Little importance can, however, be attaohed to theae aaemin^ 



coutradictions, aa tbe relations of the valué of freighta to tbat 
of goods carried is £o coidjiIbi anii viltíuViIc! thut it ia difficult to 
draw any definitu conuliisions witliout first Tiein^' in posBession 
of all Information ae ragards the tjpeniíiB of new Tinoa, eitenaion 
<rf oíd onea, the alteration of íariffB, and quantity and weight, <rf 
gooda ía,rriod, uiiluagf. ot trailla, iui. 

If we examine the receipta oí a aingle line.the Santoa to Jun- 
diahy, we obtain tbe foUowinf; resulta. 
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The resulta are nowBomewhfttdisBimilar. ¡Tiie avoiHge annuaJ 
receiptB per head dnring the thtee periods of lo» or ÍEiUiag 
Bxohange aro Ea.O.f^t» per capitft, and pxi-eed by 4 per cent, 
the aierage, Es.OI394 per head für tbe two perioda of rÍBingex- 
ohají^, thas confirmingtlLe previouG coiiclu»(n tbat, dnring a 
low rate of esohange, esperta and importe, and confieqnently 
trafflo, will both inoreaae in lolnme. 

It «ill be noticed that the annual rate of increaBe of receipta 
has in thia case ahown a considerable falling-off for the períod 
1B90-1893, (rom an increaao of 37 per cent, for the preriona 
period to 20.4 per cent., a reduction whJch would be inexplicable 
ií the efEect of the reduotíon in the tariff, whieh toot place on 
rennnointion of the guaranfee, were ignored; that, by reducing 
the average receipta for that period, alao conaiderably re- 
duced the eicess that the ag'gregate receipta during the three 
periodg cif falling exchange nould have otherwise exhibited in 
respect to expenditaie ; and corroborates the atatement that 
no correct conaluaiotis can be drawn ín thia reapect from the 
mere statistica of receipts and expenditure of the diífereiit rftil- 
waja without ampie infonnation as to the different modifioa- 
tions which have beon etEected in the tarifEs, ikc. If, however, the 
average anniial qiiantity of gooda carried per inile were coni- 
pareii for each ponod it ia probable that the results would 
oonform to our dednctions. 

From the data available, it ie certain that the ahrinbage of 
the annual rate of increaae of receiptg on the Santos line, during 
the period 1890-1893, is not attríbutable to any falling off in 
the volume of the traffie, as the total weight of goods carried 
baa risen from 418.843 tona in 1889 to 607,309 in 1890, falling 
a^ain to 428,034 tons in 1891, 419,046 tons in 1892, and rising 
flnally to 568,694 in 1893. 

Theproportion of expenditure to reoeipt^, showa, both in the ge- 
neral resulta for all the guaranteed linea and in that of the Santos 
and S. Paulo By. in paitioular, a Eimilar reniarkable increaae, 
in the caae of the Santos Rj. from 50.3 to 61.2 per cent. preeJBely 
when exchange «as rieing moat rapidly, and when a con- 
aiderable reduction would, therefore, have been lookad-íor. That 
thie abnoinial increate in the ratio of expenditure to receipts, 
of more than SO per cent., was not dne to any falling off in the 
tiatGc itEelf is proved by the fact that receipta had aimulta- 
neously rieen 56.1 per cent, if compared withthepreTiouB period, 
1876-1885 i and it can, conseqnently, be attributed only to &>me 
poweTÍul local dieturbance independent of the valué of the 
currency, snch aa a violent riae in the price of Jahour, or ex- 
traordinary espeaditure on repaira and maintenance; but 
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s Buffioiontly ¡nt^reating to merit spacüd 
eniiuiry into ¡t« causea: 

The totAl foreigTi capital actuallj employed in 1894 with 
guarantee of intereat, national aaá proyincial, amounta to 
Eh.15B.351 : 867$, that guarauteed by be Nation alone to 
EB.156.562:298t, including both the Ceari Harbour Co. and 
tha Santos and S, Paulo Eallwaj and alan the whole g'narantee 
ontlieEahi» and Eecif e to S. Francisco Eailwaya. The total 
interest gnaiantced amounts to Rs.l0.782;693J gold, and that 
gnaranteedby the Nation only to Eb.10.286:130Í. Iq 1893, of the 
total interest g'uarantfledRB.2.054:079S goldwere earned by the 
different raüways (eqiiiyalent to 4.822;912Í cnrreacy), balance 
of E8.e,T2S;614t having been modo goodby the Stat«, 

In 1S89 the amount actiially paid by the Nation on ac- 
coont of guarantees was, according to the official balance sheet, 
Kb. 6.525,983, which added to the surplns oa working erpeneea for 
thatyearBa. 5,671: 187 gold, givea a total of Be. 12,197,1701 
conaiderably in exceas of the t^ital interest guaranteed. It 
íb, howeveí, possible tbat the guáranteos ire not regularly 
liqóidated, bnt aooounta aometímea oarríed forward frora one 
yeai to another, so that the amoimt of guorantee actually paid 
wHl nct, and in foct doea not, ofton correepond nith that an- 
nnaily dne, 

The nominal realizad capital of the foreign guarantoed 
coiopanies ia about Es. 159,000:000? orKs. 1.300;000í moro 
than that actually guarantced by the State. 

The average rate of profita wae, including capital expoditure 
on improTement, etc., frooj 1861 to 1893, 6 per ceut. per aunum 
ineloding the Santos By. and 5,8percent. exclogÍTe of that 
Une. The dividenda aotnallj distributed would, however, be 
gomewhat lesa. 

The actual market valué ot all foreign gnarantaed capital ts 
Es, 141,157; 9443 and, oonsequcntly, the depreoiation is oqui- 
Talent to RB.18,581;263t or only 13 per c«at. ( 1895); 

Ezclosive of the Santos and S. Paulo Ry. the reatized capital 
ia Ea.l 28,260:184$ and ¡ts aotual market valué Es.l00,122:5a6t, 
the depreoiation, tharefore, reaching, Es .28,142 ;501S or22% ! 

The actual market valué of the stock and debentures of the 
S. Paulo Eailway amount to 41,045:354} a premimn of 53.9 per 
cent, on its realizod capital of Rs. 26,667:0001. 

A£ has been already pointed out the profits actually earned 
by the guaranteed oompaniea, axeluaive of the Santoa and 
S. Paulo By., wero in 1893 eqnivalont to oaJy 0.31 parcent. on 
the corresponding guaranteed capital, the reat of the intereat 
having been made good by the State. In consequcnce the 
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marliet quotationa of these sha-res, in spite of the regalar rec«tpts 
of dividenila, which iit 189Ü avera^ed for the thirteen gnaranteed 
companiQH 3.S6 %. per annuiu actuall; diatribated, most depead 
almoat entiral; on the state of the National credit ; if thia anf- 
tera, the yalue of the atock muat fa!l, and v\ce ueria. The Kuage 
úf the credit oC a coontr; is t« be found ín. the market quotationi 
of ita debt ¡ and nlien BrazOian 4 per cent, bonda are quoted at 
teas than 80, it is to be ezpected that etocka, that depend álniost 
entirel; on guarant^ea for a diridend, ehoald be even more depre- 
ciated, and, índeed, it ia autpñaing that the dehenture stock and 
bonda haré oot heen affect«d in a greater degree, aad ín Bome 
cases stand at a conaideiable premium, when any Fallare on the 
part of the State to aatiafy the guarantee moat equall; affoct 
the probability of tbe payment of ¡□tf.'rest on theae aecimtiea 
as on the abares themaelyes. 
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The average divídend distribnted by the thirteen guaranteed' 
companies waa in 18SS with eiohange at par, at the rata of 
4.26 per oent. per annnni; it fell to the loweat average in 1891, 
and roee again to 4.30 per cent, in 1394 althoagh exohange had 
fallen to 10 pence! The averie diridend for 1894 ia, therefore, 
podtiTely greater than that for 18B8, and the fall is the prioea 
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of these securitiea can, tberefore, have no positive oTÍ)^n fur- 
ther tham the general want of confidenca that bas nffected 
Brazilinn Eecurities in the fareign markets. 

In 1893 the u^gregate enrplus of all foroi^ guaranteed nn- 
(tertaltiiii^, eicluBÍíe of Softar Factories and the CearA Hnrbour, 
bat ¡ncludiiig the Santos and S.Faalo Bailway, amoiint^d to 
Rb. 4.850:542! coirency, and, rednced to (fold at the average 
rate of eicbanife current for that year, lOld, waa equivalent to 
Eb. 2.065:345! goíd, or 1.30 per cent, ou the total capital gua- 
ranteed. Eiclusive of the Santos asd S. Paulo Railway the 
Burplus wase qnivalent to onlj 0.31 per cent, on the balante 
oí capital gimninteed. 

The ioterest g-rntranteod bj the Stata on the nominal capital 
of Kb. 158-351:867$ amounted to Ea. 10.7B2:693Í gold, or an 
averaire of 6.8 per cent, per nnminj, Conaeqaently tbere re- 
mnined in 1B93 a nett losa lo the Exrheqiier of; Ka. 8.465:642í 
gold, eiiuiTftli^nt to 5.5 per cent ! 



KoTeiiieiilti of Bei'dpt§and Expeiiditiire of nll the forei^n 
üuar«tit«ed RAllwnyH tnm 1861 to 18tt3. 







3 , 

s 1 
1 " 


5 - 




3 - 


lll 

1 


1 


i 

s 


ir 




1 i 


41 


1 




I- 


'"h 






Bí. 


Ri. 


o,'o 


R», 


1 


0/0 


o/o 




iseot 


.,». 


2.31S:.se3tj 


■¿M7:im 


L1S.1 


a.am.oooaosose.oai»} 








law 


». 


10.1M:7!8Í 


6.S9Í.7Í1Í 


MA 


8.960.000* osiso'oSLSi 


mJ 


lou 


Si,B 


1870 




|M.9B7.676S 


l0.9Sl:53t$ 


<S.7 


I0.i».0onso!390 0íl78 


Í7.S 


3t.y 


«.a 


IBTS 


'lS8i 


JB.a7fl:033í 


3S.1M!41U' M.3 


lí.S80.0008'o9B700íi8a 
lS.776.0(»sU9flOOÍÍtó 


M.1 


OO.fl 


ISl.* 


ISM 


■jsw 


iBjsaasosI 


3o.aifl.Mi! ai.2 


50.1 


01 .0 


177.1 


IBBD 


18B3 


L»>u7aó« 


SO.016:O5JÍ^ 79.S 


U.900,1K)OS|ISOMOÍSS9 


Í3.3 


63.1 


137.0 






ín.ií7.íM 


M.iTa.ti;o 













Snmming np the sundty advantagos and dieadvontagea that 
the BjBteni of giiarantee of intereet to foreiiín induatrial capital 
etmítm, we find that although the fnilure of railway recelpts to 
maet expenditore has entailed conaiderable expenditure on the 



State, and tlius incroased tlie burden of iU luinual foreign 
pajmetitB, it has not reaJly ínüreased the agprepite oE foreign 
payinenta to be raade by the Nation, but, on the oontrarf, 
poflitively reduced theni. 

Whetlier the intereet guoranteed is paid wtolly out of 
working profita, or ¡b paid directly by etate subventiuns, ao long 
aa tbe valué reuimii tlie Eame it must eqoally ha inet ont of 
national lesourcea. Xn other worda tbe fact of the payment of 
interest being effected hy the State does cot increase the animal 
international Debit ( paaaivo ) ; on the eontrary, when tho 
neceBEÍty for sucb. paymect is caased by tbe depreciation of the 
oiirrency, and not by a abrinkage of the voluma o£ exporta, 
a positiva decrease of tbe anaual international debit will 

Such a conclusión leads, evidently, to the deduction tbat the 
greater the déficits of t-he guaranteed railwaya, the greater wiU be 
the advantage to tbe country; which, though it appears pani- 
doxical, is true so long qs tbe déficits are due to tbe rednction in 
the cost of freights at the cost of forei^ capital, and providing 
tbey entail no corresponding déficit in the natioaal ñoances. 

If, bowBver, it ÍB indisputable tbat low freights favour prodac- 
tion flnd exports, it ia eqnaJly so that the failnre of the reoeipts 
of guaranteed nndertafeings to eatiefy expendifnre miist tend to 
increase still more tbe perennial déficits of national finacoe, that 
have, botb direetly and indirectly, exercised so fatal au influenoe 
on the Tsal volite of the corrency and national economy in 
general ! 

The urgent neceaaiíy of re-establishing the national finanoial 
equilibrimn on a atable baaia ia indíaputable, and muat entail 
fiOme attí^mpt to redreaa tbe balanue belwt'en thu receípts and 
cxpendituTB of the guarajitoGd railwayj. 

The whole aum expended in guarantees fcom 1861 to 18J3 
appeara to amount tu ahout Ka. 130.594;0T2$ gold ; to thÍB mnst 
be addod Ra. 69.783:801i gold earned by the diffcrent railwaya, 
reaulting in the total of Ks. 200.377:8725 as proflts, partof which, 
however, has lemained to be reinveated in improvementa and 
eiteasions. 

The official valué oí exporta for tbe same period waa Ea, 
6.498.402!064í gold ; so that the profita of the foreign guaranteed 
railwaya cepresented a tas equivaJent to 3 per cent, on their 
valué, of wbich tbe ijart paiii by the State ia eqiiivalent to 2 
per cent., and that paid direetly, in the fonn of working profita 
derived froni freighta, to only 1 per cent. 

ündonbtediy Production has realized great advaritagea from 
the fall in the valué of tbe cnrrency, and the consaqnent 
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rednotion al the real oout oí exparta, in wbicli fhe Htdnctioii 
of freighia has iierfcainly not been the leaet important fautor. 

Any attempt to redreas tho national flnnnciol eqiiilibriuDí 
mutt neceasarilj include thd eonf,iderfltÍon of eipenditore oo 
aocount of giiaranteea, and lead to tho creation of resouroea to 
meet this ítem of national expenditure. This can be realizad in 
two wayB, either directly by raiaüag tariffa, or indireotly by 
tajontiaa. 

Tai&tion has the advantage of falliiig ou all prodaoers aJike. 
The inoreoee of tariffs is impossible withont Btill fnrther 
0xa.ggeratmg the natural advanta^B that sitoation confers 
on land ncarer to tbo centres of consumption and ship- 
ment of ita produce. Any ci^naiderabíe increase of the ooat of 
tranaport would inevitably raise the coat of production of 
tho more diatnnt districta ín a proportiun íuoreaaing with the 
difltance, nntil a poínt would be quickly raached when produc- 
tion muat hecome unprofttahle and would oeaae, whilat the 
increaeed cost in more favoured díatricta would be unap- 
preciable. 

Fot theae rcasona any conaiderable increaae of froight must 
tend, if not to docroaae production, at leaat to ciroiimacribe ite 
extenaion to a atill more limited área than at preaent. 

It ia, hovrever, probable that all, except perhapa the most 
diatant districta, could autfer a not íncnnaiderable iocreaae of 
freighta without evidencing any appreciable reduction in 
quantity although profita must inevitably auffer. 

Díreot taxatiou, such aa an increase of freighta, has the 
adTantage of quickly showing if it were ao eiuessive as to 
injnre production, and thus allow of reduction ; bnt it would be 
difflcolt, andalmoat impoaaible, to deviae a tarift that wouldtake 
¡uto Buffi-cient acconnt the adrantagea conferred by situation 
and locality, or not afíect the production of exporta, which ia, 
after all, the uiain point to he kept in tíow when dealing nith 
any acheme for realizing a penaanent equilibrium of the 



It may, then, be aaiely o< ncluded that ao long aa the increaEed 
bnrden that revenue will have to meet to aatiafy the falling 
oíl in the receipta of foreign guaranteed nndertafcinga can be 
netby other meana. and withoiit creatingor increaaingdefícita, 
the fall of exchange, in ao far aa it affecta guaranteea, ia not 
disadTftntageouB except to the foreign Capital employod. 

The Talne of foreign Capital eniployed in public worka, with 
the exoeption of that part expended in the foreign country in 
I, diacounta, and other expensea oí a purely local 
tx, will be imported in eome ehape or other, either as 



materiHil, as bnUion, orelae wUl be drawn forond mnst, therefore, 
be placedlo the Credit sido of internatíoiul paymenta (actieo), 
the material imported iJreadj fi^uring as importa to be 
paid for. 

Makiu); a liberal allowaiiiie of 50 per cent, of the nomimil 
subsccibed Capital for uoat of inoorporation, commiBaiona, día- 
countfl and contmotora' profita, the balance will go to mureaso 
the activo 01 annual interaatioiiiil eredit. 

(Juarauteed capital imported stncc ISOá is as foUows: 
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Withtlie exoeption of the foarth period, IB76-188S, the impor- 
tAÜon oí foreign gnaiauteed capital was insigiiiflcant, and coiild 
exeroiee but little inflnence on the ultímate coucse of exchangB, 
Tlie SiVerage annual importation of capital, eatimated at 50 per 
cent, for the whole period 1661-1892 waa at the rate of Es. 
3.039:000? gold per ammmi¡nl875-lB86itaveragedEíi. 4.706:080$ 



Independent Foreign Industrial Capital 



Tha nezt factor of inCeFuational payments to whioh attentiou 
mnst be paid Íb tlie Counhry'a liability os raganU the proflta on 
foreign oapital employed without apacial State guaranteea in 
iaduBtrial aadertaldni^, wbether by pablie cumpanius or privatts 
indiridiulB. 

Tliis like the ^uaranteed capital does not conatitute a d^bt 
azc«pt indirectiy. ñor even an obli^tion ; but. no leas than 
the interest on the fandod debt aad guarantocid ucdertAkings, 
ÍDCTOaaea by tho oqaivalent of ths annnal pro&ta realized bj the 
inturnational obligationa of the Country. 

With re^rd to the mors impartant se^tion of this clasa of 
(japital, inve^ted in pablie couipanies the amount of foreign 
capital, exalu3ÍTely English at that time, employed in Bntíiil 
in 1S61, was insíguifioant, and did not mnch exceod ^948.000, 
or RB.B.42&772 gold, which waa diíided amonstat the following 
oompanieg : London and Brazilian Bank, í500,000, Bahía 
Gas Co. il50,000, S, Joao del Rey £298.000. In addition to these 
there eíiíted the Catta Branca Mining Co-, and prubably 
Bome other uoimportant undei-takings. which have aínue ceaaed 
toeidat, and the detalla of which íthaa been imposaible to obtain. 

Of atl tho forma in which foreign capital has been empinyed 
in this coustry none have lent greater aurvices to the cauae of 
Braziliau cÍTilÍKation and progresa, or to the developuient of the 
reaonroes of the country. 

The total nominal valué of the foreign cupital invested in 
ungnaranteednndertakingB trom 1861 to 1894 iaabout ^1.597.511 
oquiralent to Bs. 191.980i27BS gold, and, deduuting 50 per cent, 
for foreign local eipensoa, gives a mininmín nett valué of 
aa.90.623!653 gold aotually iraported, or an average of B.2.832:000 

Of this large amount íl.970.313 have either been entiroly 
loat or, having given no dividenda for roany years. have no 
raarVet valué, and may be written off as loat ¡ in aildition the 
Bum of Eb. 6.113.970 (Í688.938) has been liquidatíd and with- 
drawn frora the Country, leavinjj a balance, ¡n 1894, of about 
jei9.538.799. or Es. 173-680 340Í. nmployod ¡n the oountry and 
aotnallj eaming dividenda of some kind. 

The only period for which complete retume of the dividende 
aotnftlly puid have been obtnined is that írom 1876 to 1883 when 
they averaged 7,3 per cent, per annum, a rafe that was largely 



due to ths aplendid profits tbat. thu 8. Joao del Hey minea were 
tíien fieldinj;, which hAve sinco fallen to ¡lero. 

Eatimating theavera)^ rate of dividendaatTpeirceiit. for 1860 
to 1875, 6 per cent, for 1884 to 1891, anil 4 per cent, fcom 1892 to 
date, we obtain tho foUowing' reaiilts for the bíi difierent periods 
into which W8 have divided the 34 yeara from 1860 to 1895. 
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Contrary to what would be g'eneraliy anticipnted, the amotiiit 
of foíeign capital eroployed for indoatrial purpoaes and without 
State guarantees haa alwaya varied directly as the rolue of the 
ourrenoy, increasing aa the rate of eicliangB riees, and «íce-t'írm. 



To ftn undeveloped cottntrj af Tast natural r 
Brasil, that raquirea to make conetant use of foreign capítol, it 
is of the utmoBt impoi'tance tliat the cate oí eiohanffe, or valué ot 
thB Burreney, which affecta directly and powerf ully the profita of 
thia clase of capital, obould vary as little ob poseible, a« ita 
etabiUty íb undoubtedlf the principal factor m detarminlng' the 
investment of tresh foreígn capital in thia tprni. 

The anniial avnago additiona to capital rose from BB.0tZ54 
gold por head, in the period 1860-1864, to Ra.OÍ760 in that of 
1890-1894. The coneideTatiIe acceBsion in the rate oí increaae of 
thia laat period ia in reality only apparent, aad correaponda pro- 
perlyto the former period, havingboen negotiated, in greatpart, 
in 1889, and ought rightly to be included in that year's operationa. 

The lack of sufficient atatiatica rogarding the proflta of foreign 
industrial capital, eitoept for the short period 1876 to 1883, 
makes it impossihlo to draw poBÍtive concluaiona as to ths com- 
parativo profita of difftrent periods or to arrive at a, precise eati- 
matfl d[ the soma required to be added to the Debit of inter- 
national paymenta (pasaivo) on fchis noconnt. 

Allowing that the eatímated rates af intereat aro approximately 
oorreot the ooeSüient of intnreat haa risen from Ba.0!119 per 
aoniim in 1860 to Ra.0i543 in 1894, or 339 per cent. 'Fhe valoe of 
intereat was higheat in 1890-91, when it reached the sum of 
Bs 9441 : 3(!2¥, aince that date is has decreaaed, in spite of the 
inoreaee ot inrrated capital, to about 8,000:000$ owing t« the 
decreaaed real valué of dividends in aonie cases, and to the 
Buapeaaion or reduction of ita payment in othera. 

The low rate of cichange, therefore, in ao far aa it has affected 
tho pronta of forci^ capital, althongh disadTantageoua becaiiae 
it dieconrag^s ita increaae and thiia retarda the progreaa of the 
country, ia not wholly so, as it alao reduces considerably the 
valué of foreign paymenta, and tends to preserve capital in the 
countiy, whioh would he otherwiao expotted, by the reinveat- 
ment of proflts, in place of dístribution in the shape of dividonda. 
- The nominal valué of the capital of unguarant«ed foreign 
companies waa in 1894 Ra.l73,680^340, and its market valne 
E8.154,356:320í, thus showing a depreoiation ofter deductin^ 
bad debts, oí Es.l9.324:020 gold, equivalent to 11.1 per cent, that 
comparsa favourably with the rate oí depreciation of guaranteed 
nndertaltingB, 13 per cent. 

The market quotníiona of thia kínd of capital are little ¡nflu- 
ecced by the state of the National foreign credit, that so power- 
íully affecta other claesea, and depend almoot endnsivoly on the 
proflts realizad, the comparativo valué of which, intam,are 
prinoipally determined by the valne of the onrrency at the time. 
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The avcra^ü market vahío of this class oí eecnrítj has been 
groatly influenced by the highly profitable natnre of some ten 
out of the 44 forciji^ companies, amongst which are the London 
and Hrazilian Bank, London and B. Píate and Brítish Banks, 
Rio Gas Co., Cautareira Co., Submaríne Teleg^raph, Mogyana, and 
West. 8. I*aiilo de>)enture8, and the Rio Claro Ry, Amazon Steam 
Nav. Co., find S. Joao del Rey Mining company, which on an 
ají^e^ate nominal capital of jB5,839,237 show an appreciation of 
je2,608,576 in tlieir market valué, or 44.6 per cent. 

These flourishing concerns compénsate to a considerable ex- 
tent the comparativo failure of others snch as the Rio City Tm- 
provements. Para Gas, Brazilian Street Tramways, Recife Drain- 
age, various Sngar Faetones, and the debentures of the Leopol- 
dina Railway and its annexes, some of which have giyen no 
dividends at all for years, whilst that of others has been gpreatly 
rediiced. 
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Foreígn Capital employed In Commerce 

The amount of foreijtn capital invested in purely national 
undertakÍDgB and in commercial oporations ia diffiuult, if not 
impoBBible, to eatimate, but muat be ver/ considerable, and no 
doubt tbe ajmuuJ profits wben remitted abroHd will add ap- 
preciahly to the burden of foreígn pajmentB, though both their 
valae and importance hav« been greatl; pxag^mted. 

It muBt be borne in mjnd that ¡nrestments ea employed by 
foreignreeidenls are nsefoUy engaged na produutive capital in 
Bome form or otber, and that wliutever proflts may reault froni 
such eniployment a qaid^ro-quo has been rendered in the in- 
oreneed valué or diminished eost of production and «exporta. 
Consequently, thoui^li the withdrawal of such profitemaf retard 
the i'ate of aocnmnlation of capital and uational wealtb, it 
oannot diminish it, ñor enhance the proportion of liability to 
resources to meet foreign eDgageiueut8;andc¡annot, therefore.be 
a callee of the dÍBequilibriiun oí real exchange and doprecdation 
of the ourrenuy, thoug'h it may tcud to perpetúate, or enag- 

Undüubtedly, were it poEsible to avoid any tran^er at all of 
profitH to fomignecH or residonta abroad, tbe burden oE foreígn 
paymenta uuuld be relieved, both capital and national wealth 
would incruaHe moro rapidly, and inI«rnationul exchan^ wonld 
improve, juxt as ¡t would if the payment of interest on the 
foreígn fnnded debt or guaianteos were Buepended or repudiated; 
but though the suspensión might créate a tempornry re]íef and 
miprove the proportion of the intemational credít (passivo), the 
original excesB of foreign payments could never have origitiated 
in tbisdescription of profitE. 

In regard to tbe coninjercial profitB italizcd by foreignera a 
BtiU greater confotiin of ideas is prevalent, that extends t^ 
even the nioBt inlclligent critica of BraKÍlian econoniy. Thua 
we lind Dr. Eiiy Baiboso in the report ot the Mioistry oí fin anee 
t'or 1890 Btate that "tbe balance (of trade) íavoiu^ble to tho 
country is dtained away to foreign countiiea, thanka to a 
fiLut little appreciflted but of tbe greatest importance in the 
coDBÍderatjon of tbe anumaOes of our ezchange. No one 
ignoreatbatour comnierce.and especially íta wholeaalB branohes, 
is almoüt wholly in the handa of foreignera. These acemnu- 
latora oí wealth reserve it chieBy íor their own eountries, 
where their aspirations are concentrat«d, andwhitherthey retum 
with tbe capital or ita intereat, that up to the preeent has not 
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beeti oonveniently tnxed in bonefit of the coantrj' at whoae ex- 
pense it has beeD acquired. Thia tendeaay coostitutes a per- 
manent fnntor of national impoTerishment, iaverting the othet- 
wiae really favonrable balance of ¡nternatioaal payraonta I " 

In thia astoniahlng statemeat Dr. Ruy Barboso doos not show 
liis usual perspioacity ñor hia aoGuatomed intelligent appre- 
ciation of eaonomioal phimomena, and appears to have aUawed 
the chauvinistic elemant to get thebetter o£ bis judgmenti 
thia ia the more alarlnin^ in a perdón of hia attainmenta and 
abüities when be proc«eda to insinúate the neceaaity of limiting 
the Qompensation of the industry of the foreign soction of the 
jiopalation by special and odioua taiation ! 

It appears to bave complotely eacaped the att«ntion of quori 
refonners oE the flnancial and aoonomieal equilibriiun that tho 
acoumulation of waalth in the purauit oE oommerco, as in in- 
dnatrial oecnpatioDB, demanda aitlier laboar or capital, or both, 
and that ít ia not gained at the expensa of the country, but in 
the development oE its reaourcea, to wiiioh Commerce oontri- 
butea none the leas beoauBO its votariea do aot abaolutely follow 
tha plough, ñor till the aoil with theír owa handa. 

No one, it would be imagined, would Beriously niainiain that 
a uoloniat, to tuke an example, who realizea a fortune ont of 
agricnitnre by hia own unasaiated Inbour, haa made it at the 
eitpeiiBe of tha country in whieh he happena to labour, or that 
if he livea on tho profita, or eifen carriea the whole of his aoen- 
nmlationa away with him to a foreign country, that he has 
therefore impoveriahed that country and abuaed its hoapitality ! 

He has, on the coutrary, introdnced at leaat one, and perhapa, 
two new factora oE National woalth aod proaperity, hia own 
labour or capital, or botb, with which he readers prodnotive 
what had not been ao previoualy, and would bave oontiniied iin- 
productive without him. 

Al! that he producea mnat, therefore, be so ranch puré gain to 
the country ; and even iE after deduoting a part f or payment o( 
hia own couBumption and of tho States' taiation aoniething 
rewaina ovor which he accuinnlateH and finaUy takoa with him 
to otber countriea, be will not thereby have impoveriahed that 
country, but really have onrichedit by at least the differenee 
botween the groaa andnett valué oE hia labour during the whole 
time oE hia reaidence. 

Had tbis 'accumnlator of wealth' never entered the country, it 
muat havo been the poorer ; and though there could then, it ii 
tnie, he no draiu of gold to aatisíy tha profita he may eventually 
apend abroad, there would litewise be ao much lesa increaae of 
production and exporta with which to meet them. 



When ñnallj thia 'aocumulator oí vieaXth' retumed to the 
fotherland, on which he had ' concentra tod his aapirationa' he 
coold not take with hím even un equivalent ot the laboiir sjid 
capital be had expended; part of it most lemaia bchind. At 
mosb what he took wonld be eqoivnlent to the eurploa aftec 
having paid for hÍB own consumption and taíation like 
erery one else, The wealth his labonr and eoonomr üreated he 
could nottako away; and this, in the form otaew landa brooght 
into Gultivation and new railways oonatruetad, or hia individual 
fiuotional share in their creatinn, must remain behind, and 
continué to be prodoetive even after be had left, and to Batisíj 
the interest on which he lirej abroad, if the capital ia left behind. 

To attempt to impoae epeisial taxea on profita of this descrip- 
tion wonld involve the gross injostioo of re-tajrinjf diffarentiallj 
and paiüaUy nhat had already paid ita qaantaní laf Ui Sscal 
eiigenoy ! 

In a manner preciaely aimilar, thoagh leas direot, those occnpied 
in Commoroo.of whatever kind, whether import or eiport,whole- 
gols or i«tail, oooperate in the ^neral development and progresa 
and oontribute to the prodnctibiUty of the oonntcy by the 
diviaioQ and economy of labour ; and, though it ma; be regretted 
that íd Brazil, as in every other oountry, the rewarda of labour 
are not more equitably diatrlbuted, it does not appear that to 
nntairly tas that reward is hkel; to redreaathe inequality, ñor, 
in fact, to do an j thtog eicept discoarage both iaduBtry and the 
importation of forei^ labour and capital, so esaeatial to national 
development. 

The moment that the 'acaamulator of wealth" commenood to 
mobilize his acoumulations and took himaelf oS to foreign landa 
there must ensne a lednction in the volume of capital and oon- 
aeqaenb proportional decreaae of pTodnotion, uniese the realiza- 
tion were effected with the intervention of foreign capital. At 
the same time the tranafer of his aixumulations would cause an 
incressed demand for bilis and disturb the eqnilibrium of Inter- 
national eXDha-iigei and, if such a practice were ganeral and 
continuoiiB the balance of international payments mi^ht be 
serioualy alíected, and exchango be reudered permanently 
nnfavourable. 

It ii not, however, true that the accnmnlated profita of either 
industry or oommerce are as a míe transferred en mam: to 
foreign countries, on the contrary, usually both the original 
capital and the accnmulations are left in the country, either os 
investmenta or to serve aa workíng capital for the continuation 
of the same bosiness, and only the interest, and often only a 
part of that, is ultimately exported. 




The transfer of istereat or nannal profita alone will cause no 
obange in the relations of capital whiah *ill continué to produce 
the same qnantit; of exporte as previonsly, and the only 
diSerence will be that the equivalent part of the valué of exporta 
that formerly went to increaBO tJie anvings of the ' atiCiimuJator' 
and the commonity, will now be payable aliroad, 

The fact that accuinulatíons had heen Gffect«d cntaile, beyond 
the neceEsory labour, both economy and E^lf deniaJ. Bad the 
'HCDumulator,' in place of BaTÍn|;, expended the whole in super- 
fluitiee, he would thereby not on]j have ini^reaeed the detnand 
for imported commoditiea, but also have prevented the increase 
of capital and production that hia econom; otherwiae created. 

Consequently, theequilihrium of forei^^ payments would have 
been BÍmilarly afíectedaaby the ulterior bodily transfer of it 
ttbroad, whilat the country itaelf mnat have Leen the poorer for 
capital haring remained atationary, instead of increasiag. 

ProductionremaimQg' unaltered, the eqnivalent of that excess 
of exporta, that raust have corresponded to the annual profit 
realiied, will then be pajable abroad, inatead of at honie, and 
thuB inci"eaae the demand for billa; bnt no disequilibriumof inter^ 
national paymenta will thereby be created TinlesB other foreign 
eipenditure has meanwhile encroached unduly on the moiety 
of exporta that properly corr^iaponded to these profita, or aavings. 
It would then be but a poor recompense for thrift and self 
denial that ita fruita ahould be untairly taned to pay for others' 
extraraganue. 

Sr. Manuel Rabello. the then BraKilian Cónsul in Porto, i» a 
letter dated IB85 addrossed to Hodrifruea de Freifas, hita the 
right nail on the head ¡n lajing the blame of the fail ín 
exchange, that hadthon taken place, not on the dcain to aafciaíy 
the iuTestments in Braxil of residente abroad, which he admite to 
be considerable, but on the eitravagance of those that inatead 
of accumulating, apend all they eam in luxurioa or Buperflnitiea. 

He atatea that — "The fruita of econoniy and the prodiict of 
capital employed in Brazil, in place of being usefully eniployed 
in the ereation or development of ita industries, ia not thus 
applied and emigratea to other lauda. By emigrating I mean 
that thía sum ia employed in the aequisition of coatly gooda, thua 
exhauating our marketa of what we reqnire to aatisfy our own 
neceaaitiea." 

If, then, it were even true that resouroea were inaufficient to 
aat^fy foreign liabilitiea, the origin of this want of eqoilibrium 
oannotbeattributedlo the annual withdrawal of the proflts reault- 
ing from the inveatment of the eaonomiea of induatry and thrift, 
bat rather to the excessire eipenditnre oí that other aectíon that 



refuEes to follow their eiample, andtj) thn fdVüigii exppniiituto 
for admini- tratÍTO purposeB, wbich together absorb not only 
their own share of tlie valué of exporta, but alao encruach on 
that whieh righfly correBpondB to prívate capital produetivHly 
employed by fureignera or residente abcoad. 

Any attempt to tai iiníoirly or differentiaJly tho profits of 
ftireign capital can unly result in the wíthdrawal of l-otli capital 
and labour when a favourable opportunity presenta it£elf. 

Tlm forsiguer, unlesa he be able to ¡tatisfy the aipiration he 
has concuntrated, as Dr. Ruy BarboBO atates, in ultimately 
apending the prodnct of his labour and aelf denial in hia own 
oouiitry,would lefuse to labour or econoinize nnleae auoh con- 
ditiona were guaranteed, or Beek more liberal treatment in 
other countriee. 

In conaequence of a fall in the rate of escbange a part of the 
intereat or pronta that accme to f or^i gn capital will remain to 
be re-inveated in the country, or be depositad in bonka awaitini; 
a bigber rate, and thna increase the volume of capital available 
for production and conunerce. 

This weU recognized phonomenon, that is repeated every time 
any aerioua fall of exohange occnra, gave ríse to a dieenHaion in 
thePortugueae joumala in 1886, in wbich aome novel and atartling 
theoriea were originated. A. certain Mr. Kendall of Porto aua- 
taiued the cause of the faU of eichange "to be the abiin- 
dance of capital retained in Brazil awaiting a favoDrable 
eíchange to emifjrate. In eonBe<|uence the banks, replete with 
cheap capital, not only refuaoto draw, but are directly int^rested 
in impeding othera from drawing' in order not to be deprived oE 
8uch profitable reaources." 

Mr . KendaU haa thua confonnded canas with effect, or aa Sr. 
Bodriguez de Freitaa temis it, made out the agglomeration of 
capital in the banka to be both the cause and efFect of tbe fall 
in eichange, or " ita own Eather." 

The tendency to reinvest profita, if even for a limited period, 
whenever exchange falla conaiderably niuat meanwhile reduce 
the normal demand for billa, and will prove a, real advantage by 
retainin^ cspítAl in the conntry, for a time at leaat. 
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Total valué of Foreign Capital employed in Loans, 
Guaranteed. and Independenl Industrial Under- 
lakings 

Tlie total valué of foreign capital tlin? omplojed, including 
pTOTincial and Diaaicipal loaos, has riaen from Bs. 111.306:211t 
gold, or 13Í741 gold per eapita in 1861, to Es. 639.240:136 ffold 
or 40Í912 per eapita in 1891. 

The most considerable increaae of foreign capital was in the 
period 1865-1869 durin^ the Paragnaynn war, when it roae 58 
par oant., prinoipally in oonaef[iiBnoe of the largo foreign loans 



The importation of foreign capital has besn greatest duringp 
thepariods of low ozohange, when it increaaed on an averoge 
47 per cent. ; whilet daríng thoss of high ochante the inoreaae 
woB only 24 per cent. ; a resnlt ís dae chiefly to the ne^tia- 
tion of foreign loans, as the importation of prívate capital 
for ongiuiranteed andortakin^s showa centrar; resnlts. 

The total nominal vnlue of foreign capital invested in Brazil 
from 1824 to 1394 amounU to Ra. 1015.203 ; 524$ gold, of which, 
however, only its. 639.240:425$ is aatiially in circulation or pro- 
dactivelj employed, the balanoo having be«n amoitised, with- 
drawn, or loat. The amouut of foreign capital of thís deacription 
bslieved to be employed in Brazil hoa been greatly exog- 
gerated, and did notiunoh exceed .£72.000.000 in 1891. 

The figures of the pruceding tabla oonclusivaiy show that 
foreign capital, ín whatever ahape it maj be importad, ia powerlass 
either to arest the fall or to raiae the rate of eichange exeept 
temporarily when not in cooperation with other more powerfnl, 
and lesa artificial eauaea. 

Thna in 1B65-1859 in apite of the inoreaae of 59 per pont. the 
largeat on record, foreign capital conld nut arreat the fall from 
27d. to 14d. 

In the next period tha uomparatively inaignificant assiatance, 
eqnivalent to an increase of oaly 17 per oent. in foreign capital, 
cooperating with increaaed prodnction and high foreign primea of 
exporta, raiaed excbange to ya r in the ahort period of 5 years ! 
ia increaBe of 10 per cent, during the siicceeding period 
1875-1886, but accompanied by lew foreign príces for exporta, 
Donld not arreat a fall from parto 17id ; whilata aimilar increaae 
ín 1386-1889, oooperating with improvedprioos and out-piit, raiaed 
jo pa/r Bgain in fonr years ! 
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Of the different forms in which foreign capital is employed 
the increase of that of unguaranteed industrial capital has been 
greatest, 1.647 per cent., whilst that employed in loans increatied 
313 per cent., and guaranteed capital 377 per cent. The capital 
inyested in unguaranteed industrial undertaking^ was in 1893 
Bs. 173.681:340$ gold or little more than half that invested in 
govemment loans and guaranteed railways, which amoimted 
to Bs. 340.170 : 086 gold. 

Of the whole increase of foreign capital since 1861, by far the 
greater part, if we include govemment expenditure on rail- 
ways, has been employed in such a manner that, if not actually 
and directly productivo, must ultimately become so, and thus 
relieve revenue of a part of the burden of foreign payments, 
though it ^ill not diminieh their valué. 

In point of f act this is already in process of realization, although 
it is scarcely evidenoed by any reduction in the valué of gua- 
ranteed interest payable by ,the State; but, none the less, a decided 
advantage has been conferred on production and exports by 
reducing their cost, and that,to a considerable extent, atthe ex- 
pense of profíts of foreign capital, a result due chiefly to the 
depreciation of the currency. 
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From 1861 to 1893 the coeffident of the animal profits ol 
foieign capital haa riaen from £b. 0S857 gold to Bb. 2¥I46 per 
head, or 150 per cent. 

It ie olear that in the absence of a, metaJlic cnrreucy tul 
f oreign liabilitiea rnnst be liquidated by means of exporta . Con- 
Boqueatlf, the increase of the pro&ta of foraign capital mnst 
demand 150 per cent, more of the exporta per head to he 
appropriated for their paTment ahroad than formerlj, and, 
unleaa exporta themaelvea have likewiae increaaed in the aame 
Tatio as foreign liabilitiea, the balance to receive miiEt be 
reduced proportionately . 

Foreign payments wonld not, of eoiirae, be elTected dircotly 
in commodittea but in their equivalent of billa, for which there 
nonld be an increaae of 150 per cent, in the demand, from this 
cause alone . ünleas , thercfore , the aupply waa equal to the in- 
creased cali npon it real exchan^ mnat have fallen. 

The appropriation of a moiety of billa for the liqnidation of 
foreign cbarg«3 ¡a preciaely aimilar to an equivalent tai on 
prodnotion and eiports ; and ita incidence ntay be eatimated by 
the compaxison of the reapeotive coefflcienta of exporta and 
foreign charg^s per head. 

In 1S61 foreign chargea demanded only 1.3 per cent, of the 
real valué of eipnrt for their liquldation, whilat in 1M3 the 
proportíon liad risen to 11.2 per cent.; unleaa, thercfore, the 
growth of charges per hend haa been a<!companied by a simnl- 
taneonu growth of production, proflta mnat havB been rednoed. 

In 1861 the valae of exporta per head waa... Bs. 17$0a5gold 

and forei^ ohargea amounted to Ra. 0ÍB57 " 

leaving abalance to receive , per head , of Ka. 16(148 gold 

In 1B93 the valae ofeiports roae.per head to Es. 19$083 gold 
and foreign charges to £s. 2fl46 '" 

leaving abalance, per head, to receive of He. 16(937 gold 

In apite, theref ore , of the increaae of 150 per cent, in the borden 
of foreign ohai^a, the profita of production have ootuaUy in- 
creaaed 4 per cent . since 1861 , aa far aa theae chaina alone ara 



Comparíng theae reanlts with 1889, when exchange waa atpar, 

the advantage íb still more atriking. 

In the period 1886-1889 the production of exporta per head 
waa Kb. 16(460 gold , 

and foreign chargea amounted to Ka. 2gl55 

leaving a balance of Ea. 14.305 gold I 

or Ba .2(632 , per head lesa than in 1893. 



The valué of forei^ cliiirgeH per lieml has, it will be noticed, 
diminifilitid sligflitl; sinoe 1866-1889, in apite of tbe aouBiderabte 
increRseot mdcbtedness. 'l'hia is daetothe combined effectof the 
reductioD of intereet cansed hj the conversión loan of 1889-90, 
and of the depreciating influHice of the faU of exchange on the 
real valué of dívidenda of toreign industrial capital, nnd on tliat 
of the amorÜFation of the forei^ fnnded debt. 

The increase in the profita of production sinoe 16B6-89 shows 
that in Brazil industrial prosperít; is largely independent of tht> 
tinanoial situation, and tliat it may bu oft«n aimultaneous with 
finasuial diaorganieation as ig alsotho oaae in the B. Argentino. 

The actual sít\iation muy be summed up and oomparcd with 
that of 1886-1B89 in íew words; Since 1666-1889 the valué of 
foreign capital Inviiati^d has incceased 30 per oont., wliilst the 
ohorge for interst and profita has remained almost stationarf . 
Brazil, therefore, has borruwed more, but pajs the eanie interest 
aa before, and, moreover, haa more eiports in 1893 thau in 
1886-1689 with whidí to du it. The uondition of the couutiy 
must thercfore have vaatl; improved! 

This, it is true, is due ia part t<i the reductii^n. of íntcreat 
efftícted bj Iha conversión of 1889; but thia alone would have 
bcen inauffieieüt to provent a positive iacresee in the valao of 
foreif^n uhargua except in ooperation with other caosiís. 




Exporls and Imports of Merchandise 



The Qsiit faotoT o( intemational payments to be coosiderod, 
and by farthe miwt important, is tíie viitue of importad nnd 
exportad meichandíse; the firat canatitatiiig a debt payable by 
BrazU, and the latter a. valué receivable. 

It is not disputad, or shonld not be so, that exporta must pay 
for imports i the only question to be decided is wliether they 
hftVB litewise Bulliced t« liqnidate, ¡n coajnncticín with other 
reBources. all atbur internationail liabUities. 

What, then, ía tha trae valué of imports or the trne liability 
(or thia factor, and wHat ths natt of cliaiiceliiitüc valué of exporta, 
beoomea a matter of great importeace t« decide, withont whieh 
no poaitivu conolaaions as to the causea of the depreoiation of 
the currsncy are poasible, or t»tter thau mera conjectures. 

That the utmoat confusión reígns relative to the real Talue of 
imports and exporta ia evldent in the cooflicting opiaious and 
aasertions of oven the luost competent critica, m also, that little 
oonfidence is reposed in local ofiicial valuations. 

ThuB we Snd Di. Buy Barboso, in hia report as Minister of 
Finance in 1890, atating that the valué of imports for the year 
1886 to IBST, with the additional half year, amonnted to Sa. 
162KX)O;00ü$, whilst hu estimatea the valué of exporta at only 
Ba. 151.000:000$, leaving a balanoe of Rs. ll.OOOKDOOí againat 
exporta. From thia be proceeds to draw dediictions aa to the oansea 
of the deprociation of the currenoy, which.bowever, he appeart. to 
have reconaidered, as in a posterior document datad lOth May 
1891, he atatea that : — 

" In 1887 exporta ajcceoded importa by Rs. 54.741.935S, but 
exohaagecontinned weak between 21 ^/¡Bpence and23 "/■a. The 
next year, on the contrary, during which importa exceedad 
exporta bj Es. 48.406.B87t, exebange roae from 24 '/n ^- "> 
January to 27 Vie ^ i" December. Od the other band the official 
returns for 1886 to 1887, cramprising 18 montha, giva the valué 
of importa aa Es. 110.850^277?, and those of exporta at Bs. 
305.502:152$, iPHving au appjirent balance in favour of exporta 
of Ra. 54.741^9351" 

Thia reanit ia, however, purely ñetitious, as without the indis- 
pensable corractions the official valuations of exporta and 
importa are not only worthless for comparativa purpoaea, but are 
bonnd t« mislead the nnwary, jost as they misled Dr. Ruy 
Barboso and many otbers. 

The official eatimatea of exports repreaent merely their 
nominal market vatue in BrazU, that is their market price in 



paper-money, whioh is appraised occordíujr to a alíding 
ofidal «cale of prioee termed tlia pauta. 

To this valoatioa must be &dded nll local expenses froiu dato 
of pnrcbaae to thut of delivery of exporta oq boanl in a, Brazilian 
poii, which moladea commiaBÍoa, dotisB, brotecage, storag«, 
poeking and losding, oa alao the merahanta' profitii, in order to 
obtain the Taiue F.O.B. which, when redaced to Rold at the 
oarrent rate of eiehBnge, repreaenta the real valué of ejtporta for 
which Brazil is credit«r to forei^ purohaaers. Freights, being 
payable to foreiRo bottíinia, miiat not baiacludedior, if included, 
must bo debit<!d again to the intemational debít or paasiro, 
as a liability, 

ünlesi theaa oorrections are previousl; mado official valna- 
tions are meanin^leiia, and represeat aothin¡{ more than the local 
market valué of exporta expreased in paper-monej, and not in 
anj raanner the intemational valoe for which Brasil is creditor. 

TliB Bverage mte of eiohalige for 1886-1S87 waa about 22}d., 
and at thia rate Ba. 306.502:153! the uatimated official valué of 
exporta for 18 months will be reduoed to Ra. 273.118:954* gold. 
The official valuation o( importa, on the otlier band repreaenta 
their real, and not their nominal v&lne, when the official aoale of 
prioea ia baaud on the par valué of exchange 27d.; when, however, 
thej bftve been appraiaed at the rate of 24d., the real valus of 
importe will be 11.1 per cent, lesa than their gold or par valué. 

Ány attempt therefore, to compare the official valuó of exporta 
estjraated in paper-money with thoae of importa, wldch repreaent 
approximatel; their real, or gold, valué, withont talcing all these 
circnmatanoea into due oonsideration, is certftin to lead to enor 
and miaconceptiona. 

Allowing 15 per cent, of their nominal valué for expenses ironi 
date of purcluse to delivery on board, the relativa real valúes of 
exporta and importa for 1886- 18H7 will be as tollowa : — 
Nominal valué of exporta IU.305.502.152Í 

»t22d., eichar(fe¡ae((uivaleotto Ks 273.118:9541 gold 

Local expenditure from time of purchase to 

dolivery on board.estimated at 15", " 40.967.707Í " 

BboI valué of eiport F.O.B. for 1886-1887, 

18 months .Bb . 314,086;661j gold 

Nominal valué of imports, official valoation Ba 310.8SD:277j gold 
Lesa 11 per cent. diCference between 24d. 

and 27d " 34.193:530S 

Eeal valne of importa on board inport... Ra. 276.656:747* gold 

Export— " " •'_314,Q86!661S " 

Balance in í«vo-ir of exporte for ISnionths Ba. 37.429:0 14$ ¿oíd 
Equivolent for 12 " " 24,949:276? " 



tn B. similar mtinner tlie foreí)^ Talnations of esporta and 
importe that Dr. Ruy Barboso preaeats for oomparÍBon, must be 
reducnd to ttieir real Talue on board in a Bi'aziliaa port, beforo 
tliey can be of nse. 

The foreignvaluationaof exporta to Braaii (importa hy Brazil) 
repreaent uanally their valué on board in a forei^n port. To this 
muat bo added all ezpeitditnre for frei^^hta insaranoe, etc.. up to 
delivery in a pjrt in Brazil, oalFDlat«d nt 20 per cent, of their 
forei^ valnation, in order to oblain the real valúa for whioh 
Braail is debtor on thia account. 

The toreign valuationa ot gooda importad from Bradl, on tho 
oontrary, repreaent, with the exeeption of the U. States, the 
total vfttae delivered on board in a foreijfn port, inclnding 
freights and expansea ; froni this muat be deduoted 15 per cent, 
for Buah ohargoa aucli as freighta, payable moatly abroad, in 
order to arrive at the real vnlue of eitports for which Brazil ia 
eraditor. 

The cuatom in the U. Statea is to valne importa at their 
market prices in the conntry of origiu ; consequently, no dednc- 
tion Bhonld be made for exporta for this deatination, nn the 
contrary, the valué of Bipenses np to delivery on board ahould 
be added. 

Even wheuthesedoductiona have beenraade tbeforeÍRU valua- 
tions of importa from Brazil willrarely norrespond with theofficial 
local valuations of exporta, becauao tho standarda for valuation 
aro not the same, and in the oaae of foreign valuatioiiB are boaed 
uaually on official pricea, which have often little reaemblanee tfl 
their real market valué. 



Foreign valiiatloii» 1880-1887 iiccordíiig to Dr. R. BflrboHü'i) 
Report orthe Minlstry of Flnance, 1890 : — 



I Fbou Brazil 



England-,..- 

Prauce 

Austria. 

Belginm 

R. Arffentiua 

Portuga! 

Uruguay 

Chile 

Total JB.231.O0Q: 



0:0003 

0:0OOS 

0:0O0S 

O:000í 



5.000 
5.000 
9,00 • : 
5.000: 



iOOOi 
lOOOi 
OOOÍ 



OOOfI 119.000:000$ 



En poftanl it niay b? remarked tfaat there íb evidantlj «orne 
mtstake na legards tlie valué oí importa thus estimated bj Dr. 
Bu; Barboso, ks tbü ium of tbe valúes for different oouittries 
amounts to lOl.OOO eontjja and aot 119.000 aastated; probabl/ 
n printflp'B error, 

Dr- Bny Barboso writea " tbe eource from which I obtaiiied 
tliesa notea leada me t" aw in theae figlirea at leaat an ap- 
pcoiimatiun to tbe tmlh, if tbe absolute truth, to wbich they 
do not pretend, ís imp<raaible ín a matter of tbis kind. If 
matterH were thna »e maat coijulnde tbat oor exporta eiceed 
our iniports considemblj ¡n valué, estabüíhing between thein 
thoratio of 231:1 19- 

However it inny be, tbeae elementa ahould wam tis from trust- 
ing in tbe bypothesia, tbat ia more or leaa auoepted amongat 
Oí, that tbe valHo of foreign imputted merohandieB eiceeda 
coDsiderably and conetantly that of national producta absorbed 
by foreign cfluntries." 

ThnB we observe D. Ruy Barboso ín tho course of a few 
montbs, Bustsininf^ flrat thnt tho vahío of importa, waa chronio- 
ally lese tban tbat of eiport«. and afterwards a diainetrically 
opposite opinión that, bowever, weuld be of littlo importance 
did be not procoed to draw tberefrom the most aerions condu- 
sions, and to put hia deduDti<^ii8 into prsotice. 

Tbe year seleoted by Dr. Ruy Barboso, 1886-1887, is par- 
ticnlarly inconvenicnt for oomparative pnrposits. the offluial 
valnationa including 18 montbs for that particular year, and en- 
tail the neoeaaity of reduotion to the eqttivalent for 12 montbs 
¡n order tj} serve for eomperieon with the valuatinns of tiie 
foreÍ4^ cnatoma. 

Dnly corrected the real or intemational valne of exporta, as 
preaented ia Dr. Kuy Barboso's foreign Taloationa, (or 12 
montha only of 1886-87, will beaa followa: 
Dr. K. Barboso's estimate of valué of im- 
porta by Brazil «oíd Ra. 119.000:0009 

plus freitfhta and expeneea 20 per cent " 23.800:000} 

Etal valué of importa for wbiuh Brazil ia debtor Es. 142.800:000* 
Dr. Buy BarboBo'B foreign eatimate of exporta givea for thu 
V. States Ha. 90.000:OCOf gold, und for all otber countries Es. 
141.000:000$, total Ha. 231.000:000$ gold. 

With tbe neeeaaary torrectioEB for freight, etc., thia gives ; — 
Talue of Braíiliau exporta to all couutries 

exoept U. Statea gold fia. 141.000:000$ 

Deduct freight and expencea 20 per cent,.,. 28.200:000$ 

Be, 112.800:0008 



.-giM Bi. sasxjoaní 




pdd Mm. S9.4aM)0Ot 

Ib Bbb, *ka*CoiB, of a halaarm ñ bravr rf eywta of 
« wUA Dr. Baj Buban mb» — d to betfce 



■ ndMxl to Bi. 59.400000$. »d lb«^ 

■ farthe 

■mrt period of local iiKi iil núaatioMi, «bes dalj eoneeted, a( 
34-94927í«. goM the «üCennDe betxa ibb nd Os othcr n 
■tal sa ooMÍdenUe a* n> encÉ * ipañl coqñy aa to wUcfc 
B tlie iiiafeeoiTeet;ñiiee aay attenpt to tonnd <Ma<t»fn on 
ODTriíable atatíatka moat ineriteMy ilwfauj aBtiwir ralwe. 

In eatimatiiig tbe nal Talne (]f BnzQiam ib^orta and coarta 
hrO w a ti a t a iiwt atTah ia i tk MofifBigii CM rt e m .it ¡ai» 
totafceilitooc 




Thu HtalistiuB (ibtn,¡Di?d from ÜrítÍElí CuHtomB' vuluutiniiEi if thn 
jinportation hy Braiil of Brítieh praducte are complete from 
the year 1S65 to 1893, «ilh the exception of the jears 1869, 
1870 and 1379, for which averagea have been Btrucb. 

The ayatom of voluation adopted in England ia as foUows: — 
The Talnation o( bgth ímportH and eiports of the United King- 
doin ie aceordlng- to the bula of emtry and the Bhipping billa ; 
false declaiatio>iabeÍDgpucÍBhable by fine. Inthe coee of importa 
the control of the cn^tfima' admini&tiration isagnaranteeof the 
occurfto; of the retiima, but oa regiirda exporta nierchants are 
only reqiiired to furaiah tbeir declarations within a períod of 
bíx daya after tlie EBÍh*n); of the vcascl; ond the pi-oof of aocuTBCy, 
if 'pioot be needed where no duties are paid and there ia no 
advantago to be gained by miarepreBcntations, liea in the inapec- 
tion of the billa of lading. The valaation of exporta and importe 
Í8 checked by the atatístical office of the cuatouiB, where theof- 
ficiala posBBsa a tnowledge oí eurrent Talues. and market reporta 
and pnces eurrent are available to chect any departurea from 
acouracy in this reapoct. The important differenoe betwoen the 
TI. KingdomB' and other Bjatems is that the fornier ahowa the 
Talnea at the time of import and eiport, whilat in moat other 
oonntriea the valties are computed at the prices of a year, or more, 

For gooda imported the pmctice adopted is to take the valus 
at the port of entry inclnding B.Ü incidental espenaea np to land- 
ing on tlie quay. For gooda consigned to the Engliah market 
for sale, the market valué in the country íh what ia songht to be 
known and included in the retama, thie ia ascertained from the 
deolaratious made by ¡niporters, and is ohecked bj eipert know- 
ledge, price lista and market reporta. 

For the exporta, the vaJue at the port of ahipment ia taken. 
Imports from Kngland by Brazil should correapond to the exports 
from that conntrj, and Iheir real valué, thatis, the aiun payable 
by BraKÍl to England on account of imported gooda, will be the 
valoation at the port of ahipment iit England plan the coat of 
deliveryaboard in a fira£Íliiinport,whiuh inoliidps freight, ioading 
inanrance, and commissions, Fort charges and all other expenses 
aiter arrival in a Brazilian port, being payable in Braiil, do not 
form part of foreign liabiiitiea. 



In ordsr to nrrivo at the máximum rather than the minimwm 
ooBt of delivery, and in acoordance with infomiation collected 
f rom. Taridus importing houues of differeiit kinda, the arerage ottat 
ot 20 per cent, oí the Europenn valnation has been adopted forall 
charges from the port of shipment tn a BrazUiaJí port. No doubt 
the Bverage ia hijrh, espeuially for Bngliah goodH, whiuh being 
mostly of little hvHt pay a lan* rata of frei^bt ; but, taking oae 
□auntty with another, thia may be taben as a rute tbat ia not 
likely to be exoeedcd. and the reaulting valuation of importa aa 
the máximum; bo tbat any modificationa tbat mígbt be ia- 
trodnced on a more careful study. are more líkely to be 
favourable to the intemational credit (activo) than otherwiae. 

Tbs importa froiu Oreat Ürítain are by far more important 
than tboBe from any otlier uountry, and haru for many yi'srs 
maintAined great regularity. 



The Anuiml aToruge tuIuc of loiports frum (Jt. Brltulu; 
on qnay iu EukIísIi port: — 







iHCSIiSE 


!,„,„„ 


FKRIOD 


VALÜE 


„„".■„.. 


EI0H.HOI 


From 1865 to 1868 


gold Eb. 51.858:442$ 




falling 


•' 1871 " 1875 


■' 66.033:497* 


+21.4"/. 


riBin^ 


" 1875 " 1885 


" 57.524:3711 


-14,97. 


falling 


" 1886 •' 1889 


" 54.430:677S 


- 5.67- 




" 1889 " 1893 


■■ 71.067:279? 


+30.5"/. 


falling 



The great increase tbat has talten place sincc 1889 is espeoially 
noteworthy, et]UÍTaleiit to 30 per cent, on the previoiis period. 
when eichange rose to jior, becaose it wUl be fonnd tbat thia, Or 
a similar inoceoBe, is not peculiar to British iraports alone, bnt 
extends to those fnm almoBt all other oountrieB for thia period. 
Ñor jet isit the effeotof aspasmodicdemandBiichaswaHcrpat'jd 
by the apeculation of 1889-90, bnt of a continneii and steady 
deniand thatinepite of exchange havin^ fallen to the lowestTato 
it has ever reached, and of the oonaequent tremendouE rise of 
the onrrencf prices of all imported conunoditiea, has been main- 
tained fov 4 years without any indication, ao far, of a rednotion. 

Tlie foreign Taluation, of exporta and. it ia to be presnmed, 
the official valuation of importa aleo, cototb every deaoription, 
■whether for goTemment or private accoaut, and will, therefore 
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inolude all the foreign ezpenditure of the State for purohase of 
war or construction material, and oficial foreign purchdses of 
every description; these items, therefore, must be ezcluded 
from the govemment expenditure abroad when estimating the 
totAl valué of International payments (passivo), as otherwise 
they would be c<»unted twioe over. 



Brazilian Exports to Oreat Britain : — 





AVKBAGE AKKUÁL 


KÁTIO TO 


IHCRKA.8K 


MOVKMKKT 


PBRIOD 


VALÜB 


IMPORTS 


OK 


OF 




GOLD 




DECBEA8K 


EXCHA.KGK 




Bs. 




' 




1865—1868 


60.798:563» 


117.2 Vo 




falling 


1871 1875 


67.493:630$ 


102.1 "/o 


+ 10.0 o/o 


rising 


1876—1885 


54.279:087$ 


94.3 "/o 


—10.6», o 


falling 


1886—1889 


42.434:489$ 


79.9 »/o 


-22.8 7, 


rising 


1890—1892 


37.665:623$ 


53.0 "/„ 


-11.2 7o 


falling 



The valué of exports to G. Britain was greatest in 1871-75, 
and since that period hasregularly deoHned. Theaverage annual 
valué in 1890-1893 shews a shrinkage of 44.1 per cent, com- 
pared with 1871-75, in spite of the reduction of English duties 
on coffee and sugar, and of an increase of the population of 
the United Kingdom, by more than 29 per cent. ! 

The duty on coffee in the U. Kingdon is 14/ per cwt. or l^d. 
per Ib., equivalent to about 23 per cent, on the market valué in 
Brazil for 1894, taking "1* Boa and 1* ordinaria" as the average 
quality. 

This excessive taxation is undoubtedly the cause of the 
comparatively insignifícant consumption of this product in 
the U. Kingdom, which is less than that of any other European 
country, being only J Ib. per head per annum, compared with 
2f Ibs. per head in France, 8 Ibs. per head in the U. States, 13i 
Ibs. in Belgium, 14 Ibs. in Denmark, and 21 Ibs. per head in 
Holland! 

In compensation the consumption of sugar, which in England 
pays no duty at all, is far greater than in any other country, 
being 73.68 Ibs. per head per annum compared with only 28.81 




Ibs. in Germán}', and BÍíll lesa i 
Bugar prodacing oountrioa. 

It ia probable that a reduotion of the exagiferalotl duty ( 
coñee, which, has for jears fomied part of the Ed^IíbIi pro- 
^raiDiDe of a "free breakfaat table," nould result in a very consi- 
derable inrrüBse of üonsumption, and devpli>pe s now and verj 
¡Diportant markot for thia popular Braitliají prodnct, at preaent 
reganled as a luxiiry, and rirtiially cicludod from the market 
b; the InÜuence of the duty. 

The negotUtion of a, commercial tre&ty witb Q. Brítsin with 
conccBaions aa ragarda the duty on coffee sonld be highly 
advantogeoua to thiB country, and, if met with Bimilar oonc«e- 
BÍone OD thia aide might not, in view of the declared intention 
to ulticoately abolieh all daty on coffee and cocos, e3oount«r luiy 
insuperable diffioulty. 

The excesalve duty on coffee, if ít accountg to a certnin eitent 
for the absence of ajiy positiva increase of eiport» to Great 
Britain, does nnt eiplain the abfolute and continuous decrease 
that has taken place sioce 1875, which noet be due to other 
and independent causus, and can only be properly anaJyBed 
with a fnll knowledge of nU the círcimiBt anees. In all probo- 
hility, the explanation will be found to lie in the fact that 
apirtfrom the shcinlcage ¡nthe eitportation of sugar, owingtothe 
comj^tition of beetroot,aconaiderftble part of the decreaseia due 
to the growth of the direct importation of Braiilian produots by 
otber countries, eapeciotly Germonyand Austria, that fomierly 
received a great part in the shape of Engliah re-exportationa. 

Compariaon of the Britiah valiiation of Braziliau exporta 
with local current pricea provea that theae valnationa, if they 
err, do so by rather under rating than ovec rating the valué <rf 
export*. as will be seen from the following tabla. 
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These figures, obtained from a report oí the Brazilian Cónsul 
in Liverpool published in the * Diario official/ show that the 
average English valuation of coffee was actually less than the 
market prices at Rio for *í* boa and 1* ordinaria* brands, which 
may be oonsidered as an average quality, for the same period, 
eyen leaving out of consideration the cost of ireight, duties, etc. 

It may,therefore, be safely conclndedthat British valuations of 
Brazilian exports to England in general represent the mínimum 
and not the máximum valué due to Brazil on their acconnt, 
from which have to be deducted the cost of freights and expenses 
estimated at the rate of 15 per cent, of the European valuations, 
in order to obtain a fair estímate of this factor of the annnal 
intemational Credit (activo). 



'^ 
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Imports and Exporls of Merchandise: France 

Impobtb i'EOM FBANcB.^The (tata obfained rclatiíe to 
importa trom aad exporta to Fmnce are complete, with the 
eioeptiott of tho years 1668, 1875, IB76 and 18B0, for wtich 
averagci derived from ñve previouB yeara in each taee liave 

The Frenuh CttstcmG divide exporta and importa ¡uto 
"SpeciflJ" and. "General". "Special" exporta are thoee of purely 
local ppodiir.tioiipwhilst the "General" indude aUore-eíportation 
oí aJl tittds. In the same way "Special" imports are thoae for 
local conaumption, and "General" inclndc thoee inttnded to be 
re-eiported. It ¡a witt the "General" iioporlB and ejtports that 
ve have to dcal. 

The Byatem of valuation in France and in Belgium is Btmllar, 
and is thuH deseribed bj tie "Moniteur du Commerce": — 

" A diatinction la made between the articJes Bubject to ad 
" valoreni dutiea and «ither goods imported or exported. For 
" artidea comprised within tbe fomier category the atatistiM 
" are compiled accordin^ to the valnes which have servad as a 
" basis for the oalciüation o£ the duties. For other artidea 
" a commiBaioa fiíea the avorage valúes withont reterence 
" to placea of origin or deatioation. The official valuea com- 
" priae the initial price of tho guuds aa well aa the tranaport 
" and other charges lo the frontier, bnt escinde customa' and 
" eioiBe dntiea . 

" For the eiports the priees are thoae at the place of produo- 
■' tion inereBaed by all ubargua up to the point (.£ ahipinent. " 

In oonseqnence of thia ayatem of a more or leas fixed scale of 
valúes, whiuh oftea remaina imalfeced for yeara, the real prioea 
of exporta and importa will often not correapond with their 
official valuation. aa wlU be Eeen frum the lable ahowing the 
oflicial valué of coffeo imported by Fraoce from 1881'1890. 



^ 



Importa from Frauce i French Valuation od (¡iiaj 


fn Frnncc 




""H"' 


'■—*"- 


■OVIÜEHT 


1865— 1B67 
1869-1875 
1877—1885 
1886—1889 
1890-1893 


25.945 : 500 
24.232 : 660 
27.493 : 750 
27.991 : 429 
36.991 : EOO 


+ 1.2 /, 
+ 13.4 7. 
+ 1-8 7. 
+ 37.9"/. 


falUng 
ríain^ 
falling 
riainff 
falling 



The importation of Prench prodocU hy Braiil haa buen uiMt 
unifOTtu, with the exoeption of the period 1890-1893 dnring 
whioh the valoe o[ impíirtH from France took a great bound, 
inoreaaine at the rate of 37.9 per cent., oompared with the pra- 
TÍ0U3 period, a, rate even préster than that of the iacrease of 
importa from Q. Britain for the aama period, whioh was 30 per 

The re^alarit; of the demand for French gnods, comp.'Vred with 
thosn of other origin, i8 dne to theiv different charaat«i and ap- 
plication. Whvlet the importa froin Franee repreaent a regular 
Üemand by the maas of condumerB for articlea whioh haTt 
become almont indispensable, aach as wines, a great part of the 
valué of Britiah importa into Brazil conaiata of material for con- 
■tmction of railwaya, etc., the demand for which ia capriciouH, 
and dependa ^reatly on the devuloprnant of enterprlae, always 
moro or leas apasmodic. 



', Frcnt-li valiiatinii on bimnl nt r 
Fren til porl 





AT.iua. 


I.c.»». 






D>:o«i.> 




Es. gold 




1865—1867 


18,250 : 100 




1869— 187S 


19.393 : 820 


+ 6.2 


1877-1886 


30.324 : 819 


+ 75,8 


1880-1S85 


39,264 : 076 


f 27.8 


1886—1889 


39.109 : 747 


- 0.1 


1890—1893 


47.241 ¡750 


1- 20.8 



The figures relating to exporta are nat reliable excapt from 
1880 forwardfl, aa there appeara to be aome doubt aa to whpther 
the atatistics for previoua yeais, from which they have been 
derivad, repreaent the apeiúal or general valiiea. The teap of 75-8 
per cent, in the period 1877-1885 would aeem to indícate that 
thia íb the faot. 

Limiting, tor thia reason, onr obaorvat.ion to the period aub- 
aeqaent to 1880, for which trust worthy datn have been available, 
it will be obaorved that a notable increase In the valué of exporta 
to Franee by Brazi! has occurred, eqoivalent to an increase of 
3}.8 per cent, on the aretage annnal valué of the preoeding ten 
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years 1880-1889, an lacrease whioh ia coiumon to nearly 
other countriea except G. Britam and the Argentine Republic, 
luid accounts to a targe extent íor the BÍmultaneona increase 
the gt^DEral valué ol importa. 

Comparlttlon of Frencb Vuluatlou «f Exiwrts viitb 
Market Prices in Eio! — 



tiiio, y 





■íE" 


««rs YALÜ.TIUÍ 


■»...«■ 




Fe. 1 ,,.„.„. 

1 


lo"U 


ir.,?¿ 
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Bs. Gold. 


Ra.gold 
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1881 


58,266,625 


87.932,604 


31,057 : 859 


5S330 


3S798 


1883 


<W,192,871 


65.918.447 


23.269 : 211 


5Í789 


2Í945 


1883 


61.297.871 


89.373.195 


31.649 : 737 


5Í002 


3Í321 


18B4 


57,029,549 


69-565.070 


24.556 : 469 


4f341 


4Í073 


1685 


53-739.040 


6a.7a4.677 


24.259 ; 81£ 
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2Í930 


1886 


40,392.1)49 


60.993.000 


21.53Q ; 529 


5Í340 


4S171 


1887 


39,494.000 


81.752-578 


28.858 : 660 
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34.325.000 


68.531.933 


24.190 : 772 
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The average annual French vaJiiation of imported coffee for 
the ten yeara, 1881-1890, is E3.6Í013 per 10 küoB, whilat the 
average matket price in Eio for the same period dees not exceed 
4$704, gold per 10 kilos ; deduoting 15 per cent, frora the Freneh 
valuationB for Brazilian export daties, freight and expensee, 
the valoation will be roducedto 5íll2,which ia atill 15.1 per cent. 
higher than the oorresponding martet valué at Bio, 

It may therefore he concluded that the Frenoh yalnatioa of 
Bradlian exporta is generally eicessive, and dees not represent 
tha real valuó reeeivahle by Brazil, and, therefore, that some 
deduction should be made in order to arrive at a correct esti- 
mate of the annual asseta (actiro) of the conntry. 



Brazilian Imports and Exparts : Germany 



collected none aro ea unsatíafactory as 
tradfi with Garmany, eicept for the period 



Of aU the f 
thoBe relating t 
posterior to 1SB6, 

No reliable informiition luta baen olttainnble relativo to the 
trade between Brazíl and tiorman ports other than Hamburg. 
Consoquently, tliie anat;dÍ8 Í9 incomplote, and has been ne- 
oessarily conflned to tlia examination of the vulue oí eiporte 
and importa Sor that port alone. 

Th& statiatíoB mlatin^ to i[upj>rts from Hambar); by Bmnil 
ara completo trota tha year 1886 forward, but preTious to that 
date the data presentud huve been caltulatod by oomparisoD of 
the ratio of tho valué of importa to that of exporta in subacquent 
years, aud by compariflon of their relativo weílfbta. 

The Oerman offloial atatUtica publiahed relativa to importe by 
BraKÜ and other S. American caantciea from Hambui^ pnivioua 
to 1886 give only the weight of the gooda shipped uid not the 
valué ; by comparison of the relativa weif^bta of the exporta and 
importa of the period pravioua to 1886 with tboseof the lat«r 
poriods an approximate eflfcimate may be ijathered of their real 

The eatimates of valué of importa from Hamburg may be con- 
HÍdered aa correct from 1886 to date. 

Ab regarás eiports from Braiil to Germany the Juta obtain- 
able are more aatiafaütory, no use having buf n made of averages, 
for the jears previoua to 1872, 

The ohsence of aatisfactory and suificient statistics andonbt- 
edly favours the Debit side ot Brazilian intemational engage- 
ments, aa were they preoise the exceda of the valué of Brazilian 
produce exported to Germany over that reccived, or imported 
from that country.would be atiU f^reater -, and, consequently, the 
tendency of any corrections or cnlar^ments of tlieae statiatiCB 
that may result from fuUer and better ínformation, can only be 
to favour more the already favuurable balance of trade between 
Brazil and Germany, and, consequently, also the general Credit 
acconnt (activo) of the country in ita intemational relations. 

In respect to the ayatem in vogue for valuation of importa and 
exporta in Germán; M. Picord statos in tha "Moniteur officiel 
dn Commerce" 1,1893) that: — 

" It ia in Germany that atatístics appear to be oompiled upon 
tlie ntost reliable bosía of valuation. For eaoh artjcle in the ana- 
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toms alasaificatioQ the aver&í[e valué is ñxed annuall; UDcler 
direotion of the Imperial Statietíusl Office by 
experta íntoDEh'WithChambera of Cammarce, leadingmerabont 
etc. The valuation of importa and exporta are distinct, and tbe 
prices flxed are thoae ol the guods tho moment they oroaa thu 
frúittier. In the case of importa neither the auatoms dutie^ ñor 
eipenfles eF tranaport, asanranoe, etc. paidto Germán oommiBaioii 
agenta from the frontier tu destination are inciaded. 

Ja the case of exporta account ts takoa of aü expensea up to 
the point of shipment, but export datles are eicluded aa well aa 
dranbacka or boantiea on exportation," 

Thia aystem has the drawback of not takiog i&to aufficient 
account the esoillatioa of prícea between the ammul ñxinif of the 
standard Taloea, as also oocnra in France and other countriea, 
with the exeeption cí Q, Britain, U. States and Portugal. 



Oficial fí«nnan TBliiatlon of BraiUlan Trade: - 
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1370—1875 


26.067:600 


1-2 "/o 


' 




1676-1885 


27.380:042 


1.2 •/„ 






1886—1889 


35-123!040 


2B.2 '/„ 


. 20.394:017 




1890—1893 


54.468:220 


55.0 ",„ 


1 32.830:627 


60.9 % 



The inoteasB of exporta during the period 1890-1893, compared 
with tho preyioua poriod, haa heen at the rate of 55 per cent., 
oxoeeding either that of G. Erítain or Pranee tor the samo 
pariod, whüat that of exporta haa alao increaaed 60.9 per eent., 
OT in an iiltnost identical ratio. The ratio of the valué of importa 
from HambuTíf to tbat of exporta by Bcaiil to Harabury was 
58 per cent, in the period 1886-1889, and rose ouly to 60.2 per 
cent in 1890-1893, the average aiiiiual balance oí trade with 
Maniburg duriug thia period yiolding Bs. 21.627;693i In favom- 
of Brazil, and would be atill greater were the wholo particular^ 
□f the trade íncluded for Eremen and other porta. 

The figures relative tu Brazilian trade with Oermnny inay, 
therefore, be accepted aa the least favourahle estímate of the 
balance over in favom of Brozil between the two oountriea. 
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Comparlson of Oerman yalaations with Rio prices : — 





WBIOHT 0» CO»»»l 
BXPOITBD 

TO Hambuso 


talvátiov 
Hambvbo 


▼ALVATXOV 
»BB 10 KILOS 


MARKKT 

VBICl Bio 

10 KILOS 




küOB 


Bs. gold 


Bs. gold 


Bs. gold 


1889 


79.042.300 


48.067:346 


6$000 


61297 


1890 


51.422.700 


39.208:308 


71620 


61746 


1891 


69.249.900 


46.207.288 


61673 


51171 


1892 


102.111,900 


64.388:734 


51326 


4n61 


1893 


88.275.900 


52.666:895 


51965 





The Gorman valtiation is 114.4 per cent, of the market valué 
in Bio, and deduoting 15 per cent. íor íreight, dnties, and 
expenses, corresponds very nearly with the latter. 
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Belgíum 



The data obtainable relatire to importa from and exporta to 
Belgium are, prcTÍoua to 1879, ver; defectivo, and n too liberal 
Uie bus beea made oí avecagas to maba tbe reault oF a,aj great 
valué for basiug' oonolusíona. From 1873 to 1679 the annnal 
retoma are likewiae unBatisfactory, and appear to ^ivo tlie 
"Speoial" Taíuations only, and not the "general". I'roni 1837 to 
18Q1 the atatistios aro completo, and from tlism avera<res haré 
been obtained for the compatatiou oí the yeara 1892-1893. 

The oaly perioda for whieh poaífcive deduutions oan, therefore, 
be drawn are those oompriaed between 1337 to 1889 and 1B90 
tDlB91. 

Tho syatem of valuation is similar to tliat euiployed ia 



Belgiaii Vuluntion or Bruxilian Trade:— 



1890-1891 



Hs, gold 
10.94a.648i 
14.402:007í 



32.4 "U 



Es. gold 
I5.227!213$ 
23,132.140í 



51.9 "/„ 



In thia, aa in the prcceding cases, a conaiderablo i 
both exporta and imports has occurred in 1890-91 compared 
with the threa previous yeara, bnt tha increase of importa is 
19.5 per cent, more than that of exporta from Bmzil to Beígium. 
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1888 
1889 

1851 


kUoB 
21-851.000 
19.955.000 
20.292.500 


franca 
34-101,000 
37.919,009 
39.002.209 


Ea. gold 
12,037.853 
13.365.407 
13-767.779 


Ba, gold 
5Í633 
6Í707 
6Í7B4 


4Í901 
6$297 
5Í171 




19tl24 


161369 
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The average Belgian valuation of coffee imported from Brazil 
ÍB, therefore, for the years 1888, 89, 91 at the rate of Bs. 6^875 
gold per 10 kilos, whilst the average market price is Bs. 5|456 
for the same period ; deducting 15 per cent, from the official 
yaluation for freight and expenses the balance Bs. 5|410 will 
represent the equivalent of the Belgian valuation of exports from 
Brazil aboard in a Brazilian port, and corresponds very closely 
with the market price. 

Consequently Belgian estimates of the valne of imports and 
exports may be regarded as fairly representing their trae 
chancelling valae. 
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Portu ga I 



The exporta and importa to and from Porta^l luive exliibitod 
more regularity and less osoilLations thaa aay other. 

The ayatum oí valuation ís similar to that employed in 
England. Tlie statietics relativa to the iroports from and 
exporta tfl Portugal are complete from 1S67 to 1890 with tlie 
exoeption of the yeara 1883 aud 1884, for whiüh averagea have 
boen atnick, as alao for 1891 tol893. 

Portngnese Taluation of BraKillan Trade : — 
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1867-1869 


5.827:779$ 




5-844:007$ 




1870—1875 


7.221 :819í 


+23.9 ■/„ 


5,622:550$ 


- 3.7 -/. 


1876-1835 


8.904:948S 


+21.9 •/. 


4.391:360$ 


-21.9 ■/. 


1886—1889 


8.526:831« 




3.982:684$ 


- 9.3 "/. 


1890 


10.830;006í 


+27.0 •/. 


3.937:843$ 


- 0.1 ./, 


1893—1892 


13.093:638$ 


+41.B '/. 


3.993:355$ 


(■ 0.3 7-. 


1893 


15.200:4191 









The importation of Poctuguese prodneta 
per cent, from tlie period 1867-1859 to that of 1886-1889. ThÍH 
increase, with the enception of one period of three yoars 
(1886-1889) when there was a deorease of 4.Z per cent., being 
Bxtremely regolíTj correaponding to the reg-ular demand of 
an iiicreaaing population. The greateat inerease is that of the 
year 1890, importa from Portugal having increased 27 per cent, 
in that year, in common with aJl otJiera, compared with the 
average valué of the three previons yeara. 

The situation as regarda the ejcportation of Braziliaii produce 
to Portugal ia not ao satiafaotory, and revéala a steady decrease 
equivalent to 31.3 per cent, aince 1867, and no inerease even in 
the year 1890. but merely a diminiBhedratoofdecrease.althoogh 
thia year marlis an increaae of exporta to nearly every other 
country, except G, Britain. 
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To 8uch a result, undaabtedly, the difiPerential duties in 
fayour of colonial produce contríbute. The total consumption of 
coífee in Portugal in the year 1890 was 2.340.912 kilos of which 
only 38.453 kilos were imported direct from Brazil; of the 
balance 2.284.124 kilos proceeded from the Porti'.guese colonies, 
and the rest from varions other conntries. 
. The duty recovered on foreign coffee is Bs 0$150 (Portuguese) 
per kilo, and tbat on the colonial product only Ks 01080, or little 
more than balf, and acconnts for its greater consumption. 

The consumption of coffee in Portugal does not ezceed i Ib. 
per head per annum, and appears, according to the customs' 
retums for 1889, to be even lees than in England and in 
yiew of the colonial competition, is scarcely worth any special 
attention. 
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Aistria 



Ststíatici relmtíTe to the nlne oí exparU mad ii^orts to and 
from AQstxú aie Terj woampk^mad caá oalj be 
eonpwmtiTepfeTioQstotbeynrlS^ Fram tiiKt 
tiie dala aie eooplete to 1893. 



AKlriaB TataatiM «f BmOitti Tmie 



1882-1885 
1886—1889 
1890—1893 



IMPOBTSBT BaAni. 
AXaVAI. ATVKAOS 



Bs. goid 
1^0b526 

2.468:864 



TO BKAmUí 



Bs. gold 
17.016091 
19.0^7:749 
24.038:369 



The yalne <^ importe from Austria has always been insignifi- 
cant bnt shows a oonsiden&ble increase in 1886.1889, chiefly 
in bread-stufifs. If this was not oontinned in 1890-1893 it was 
dne to the reciprocal treaty with the TI. States, that gave a 
gieat impulse to the knpcnrtation of American flour, at the oost of 
that <^ other countries. 

The valué of the averag^ annual exporte of Brasilian inoduoe 
to Austria has increased, since 1883-1885, 40.3 per cent. 

The figures relativo te the export of Brazilian produce 
previous ty 1893 have been compiled from retums of the port of 
Trieste onlj, and, therefore, if made use of at all, must be 
taken to represent a mínimum valué subject to oorrections, 
that could only be íavourable to the balance of Brazilian 
trade. 
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República del Uruguay 



The statietica relative to the trade between Braztl and tho 
UmgTiftyaii Hepublic UTO complete trom 1879 to 1B94, with tlie 
axception of tho single year 1S76, 

üruguarftn ValuatioB of Braziliau trade 1S72-18M 
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3.049:770$ 
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1872 
1394 


2.766:542? 1 ,4530 
16.196í076$ ) '' 


3.512:978* 
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] + 4.6- 



The developrnent iif the consmaption by Brazi! oí üniguayan 
prodiu» baabeon iminterrnpted, theannaal average valué rising 
íiDin Es. 3.049,7705 in 1372 to Eb. 15.196OT6Í in 1894, an 
inoreoae of 450 per cent ! 

On the other hand, the increase ¡n. the consumption bj Ura- 
gnay of BiazUian pn^luüe has been almost inappnjcUble, having 
ríBsn only 4.6 per cent., from Eb. 3.556;134Í in 1872 to Ea; 
3.676:104| in 1894, and, with the eiception of the increase of 16.3 
per cent, ia the pariod 1877 to 1885, alwaya in a dimínialüng 

Thia want of rixiiprooitj ia the interchange of matual pro- 
duota must be the reault of one of two altemattres; either the 
Donsumption of Brazüian produce aatiañes the máximum demand 
f for gooda of their claas, or the oompetition of aimilar producís 
. imported from other oooctriea intercepta u part of the trade that 
' ahoold, on reciproca] grounda, rightly correspond to BraüL On 
' the otber hajid thu RÍTer Plato countriea thcmacIvcB command 
a diaproportionate sharu in thia market for their owa produce, 
a, abara that the natural advantagea of locality andproiimity, aa 
well B8 of liberal toriffa tranaform into virtual monopoUeB. 



The rol1ow¡ng particuUTs relative to the valaes of the b 
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Analyaing theae retums we ñnd ttmt three oí the moat 
impcntant branches of Urugnayati exporta are abat^utel; 
dependent on Braiition inorketa for a bbIb oí tKeir prodaotsi 
which abaorbad, ¡n 1B92, 82.9 per cent., and ¡n 1S93 81.0 per 
cent, of the whole valué eiported, a great part of wliich wonld 
not bave fonnd a niarket elsewhere! 

Separatin); tlie different clasees we find that Brazil toóle 
nearly the whole i>f the Uve atock exportad, 94.9 per cent., in 
1892, and 98.2 per cent ín 1893; oí the Xarqne (dried meat) 
exported Brasil took 76.6 per cent, ¡n 1892, and 74.8 per cent, 
in 1693, whifli would have been otherwiae unaaleabla, Of 
the uHreaU and thcir producta the Brazilion consimiption 
represeated 64.6 per oent. of the exporta la 1892, and 83.8 per 
oent. in 1393. 

Part, at leastjOf thia eiceasive ínipoct*tion might have been 
eoaily avoided and aubatituted by the producta of National 
indnatry, which only requires aafficient protfiction to compén- 
sate the groatcr natural advantai^ea onjo/ed by tbe B, Plata in 
ordur to aucceBBfnll; compete vith tbeic old-time rivala ¡a the 
pioduction of aa mucb Xarqne as the marliote now conaume. 

The departure, in thiB instance, from the general policj of 
protectlon to National induatries, in favour of the producta of 
countriea that take iittle in exchange, ia pecnliarly prejudicial 
to tbe intcreata of the whole important State of Rio Qrandej 
andihougb intelligible aaau indicationofawhoIeeomeconveTaion 
tofree-trode piinciplea, ctinstitute an irritatíDg onomaly nnder 
the exiatiiig syetem ! 

The dried meator Xarqne indnatry ia of vital importanoe to 
tbe Btate of Rio Grande ; on it« continuation dependa not only 
tbe proaperity of the Indnatry itaelf, bnt that of tbe whole 
State! The abandonmentofthia indnatry, which aeeniBüot impoa- 
aible, would l>e tollowed by ita trnnsfer to the Eiver Píate, which 
wonld then bave no competitor. Rio Qrande oattle, conaequently, 
failing to find a local market, mnat be aold at whaterer price 
they conld obtaín in the already uver auppUed marketa of 
Umgoay, Theincreased anpply of cattle in the Umguayau 
marketa would lowerpricea, andpoaaibly the price of Xarqueaiao, 
tbough tbis ¡8 not bo cortain, as the R. Píate prodncera wonld 
then commnnd a monopoly, and by interoombinationí eould Gjc 
tbe rate of pricea aa they pleased. Any advantage therefore, 
that Brasil at larga might secure by auch a fall in the price of 
Xarque would be attained only at the coat of an integral part 
of the country, and of the sacriüoe of the State of R. Orando foi 
tbe beneñt of f oreigners, 
The absolut« dependenoe of the proaperity of the St^te of 
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Ko Onade iM ib putonl iadastrj, vt-l the ile^rae to «hicb it 
oHut be aflacted b; a (aílore or nspenako oí the Xarqneadn 
m^be snaged bj tbe fodoving teble ánoring the ■ 
moTsment of eEpMta for íotirTeMn. 

Tctal Ttlw«r Eiparts tnm tir SUle «TU» OtudR 
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6.446£30l 
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72W91Í 
89:965í 
27.-396* 
39096Í 
19:192* 
4O:720í 
169:772* 
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8.297B37S 
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94:073í 

24:576S 
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49:240S 
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13226:503$ 15-720:783* 



"hWertl[p.(U"„..| 13.873:855*, 14.454:583*1 

OthfB- Eiporte l 4:172:763i ' 3.896 :421* 5.0 56:8421 3.812:5235 

TotalEiports,..' 18.046:618* 18.351ÍI04J 18Í63:345Í19.533:305* 
hMm bfctU \ 76.8% ' 78.8 •>, I 73.4% 81.3-/, 

l'he total valce oi all exporta from tlie State of Rio Grande 
including those to other parts oí Brazil, for tliB (our years 
1883 to 1869 amomited to K«. 74.194:273*. of «liicli Es. 57^5:724* 
coniÍBt«d oí the prodacla of the Xarqoeada tnduatr)'. equivalent 
to 77.1 per cent, of the whole. 

What, then, would be the proapeeta of thia important State if , 
by reasoQ of the exoCHaive competition of other more faronced 
countries thia indoBtry, the prop and mainatay of ita tiade, 
werp to fail f 

The oontinuation and proBperitj of theXarqoeadainfceresthaa 

alio a deep national and politioal Bignificanoe, and maj be reliad 

on, when other intflreeta fail, to attauh or aecura the return of 

thil soinewhat arrogant Stata to the Union. 'Where, the aepara- 

•■ 'tlata, if any eiist, will explaiu, íb £io Grande to ñnd a market for 

> iti XarquQ and cereala, which with their by products conetitate 

f Tl.l pur cent, of the whole valué of exporta, excopt in Bmaiip 
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And how lan it ex|>ect, or liDpp, ti> cimipete wíth it? iüTeterate 
I ^valaof tha EiverPUtewhpn Bopanation wonld onlyatill forther 
L a^gravutetheeiistinif diSoultieB of onmpetition. hy dastrojíni^ 
I the only adyanta^ it yet presorTBB— the eiemption of ¡ta pro- 
I -ducti trom iinport dutiea— so longonlyaa it contiouea to Eorm 
ui integnd pftrt. the Hepnhlic ? 

The actual (1894) duty impoaed on Xarque imported frora the 
Biver Píate is only Es. 0ÍO6O per kilo, undoannotbe regarded as 
snffioient oompensntion for the natural advaatases of better 
porta and commimioationa. os well a,í cheaper freights eajoyed 

rby its rivals nf the Kiver Píate. 
Any inoreBífl of the dutj on Xarque would only imply a. 
Dorrespondinit riee in price, if by that means the demand larg^ly 
exceeded the quantity that ooiild be aupplied by Rio tírande 
alone, and if the River Píate snpply wece sensibly affeoted 
thereby. 
The price nf oattle ¡n the B. del Uruifuay mti^t fall by the 
Bqnivalont of the duty, and nonsoquently would realizo better 
prioes and be sold in Bio Grande in preferenoe. The Bio 
Qiande Xangueados, in consequenoe. would reqnire to ad- 
vance prioes only sufficient, to eompensate the advantages of 
freighta, etc., enjoyad by their eompetitord, whilat local uom- 
petitjonandtheprodaetinnofthe Biver Píate, alwayg inexceaa of 
thn demand, would be nafficient guarantee againat an exorbitant 
ñse of prieta. 

In thifl casa it appeara possible that ü 
tíonld really result in the deiidtnitun 

I importa with au inappreciable loaa to c 
■dranta^s gained would be considerable. 
impulse to an important national induatry and the reteution 
Ot ita profita in the conntry, a oonaiderable gain would be 
realized by the ecoaomy of freii^hts, as jthe Xarqne would be 
moatly varried in national bottoms, whitat if import«d the equi- 
Talent wonld be paid to foreignera. 
It is, however, probable that the Biver Píate would not consent 
-to loae snob an important and indispenaable market for the 
prodnots of one of ita most important índustri^a witliout some 
«ffort, and would be ¡nclined t-o maku great conoesaiona to pre- 

lí, thereíore. a greatcrdegreeof reciprocity could besecured 
by raiain^ tlie dutiea on foreign Xarque, and the market for 
m exporta be thua extended, nothing but beneñt can reault 
n the cxpenment i aa.if itfaila toaecurethe objeotinv¡ew,the 
I, whatever it may be, wUl fall much more heavily on tbe 
■eign producer than on the home o 
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Qseless to expeot any great development in the consumption 
of theee products, exoept such as will result from the gp^doal 
increase of popalation, and attentioil shonld be oonoentrated 
on secnring better terms for the foUowing, all of whioh are 
Isrgely oonsumed : 

Ist. Sagar, the total consumption of which amounts to 
$ 1.253.400 per annnm, of which large sum Brazil only secures 
4i per cent., the principal sonroes of supply being England, 
Franoe, Italy and Ctermany. 

2nd. Tobacco and itt» prodacts, of which the Brazilian share 
is only 50.6 per cent. 

3rd. Almidón or Staroh, Brazilian ezports being 0.5 per cent. 

4ch. Cocoa, Brazilian exports 49.8 to 54.6 per cent. 

By means of a commercial treaty or of an increase of the 
daties on Xarque, ondoubtedly, the market for these foar Bra- 
zilian exports might be condderably extended, both in the 
Uraguay and in Argentina, where precisely the same condi- 
tions obtain ; but where any concession relativo to a redactiofa 
of the daty on Sogar is more likely to encoonter opposition, 
on aocount of protection to the local industry. 

The total valué of.the Brazilian share of all the above 
ennumerated products, for the years 1882-1883, does not exceed 
42 per cent, of the total comsumption. 

The same notable increase of imports by Brazil during the 
period 1890-1894 is observable in relation to Uruguay as to all 
the previous countries. 



.♦.i|í.« 



República Argentina 



The BlatÍBtica relative lo Biazílian Irade ive complete from 
1879. with fhe exeeption of tte yeara 1B82 and 1894. 



Ar^entiue Talaotlon oi BraEilian trnde:- 
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Precisely the same causes that haré produeed the laek of 
reciprwity in the B. del Umguaj likewiae opérate in Argentina; 
and the same reinedieB indicatüd to rediflss tilia want of equili- 
briuiii in Uruguay would, ín aJl probabiiity. produce here still 
more benefícial reGulf^, as tlie Argentino market ia muuli the 
more iujportant and can abaorb far groator quantitíea of 
Broziliaii produce. To open ont theae markot» shotild, therefare. 
be an object o( soUcitnde to the govemmeut. 
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a oooBunipliuu oí Argentina produce ranee 1B89 
LS for all exportB excíipt Dríod Meat (lartiud), Com (mi- 
Iho^, and Hay (alfalfa), that of wheftt having inoreasad 11.183, 
flour 4705, and live etouk 1604 °/.. 

Ths ¡ncreaee of their valuu ís not so great oning ta the almist 
uniforní fall of prioes BÍnca 1889, lint oven so avomgeB 84J °/o 
of the whole psporfa to tíraíil. The ínereaae ot ¡mportation oF 



Argentine produce ia greaier than tliat of any ütlier couutry for 
the same p«riod. 

Let lia now Bce what Ar^ntina takes in return. 





Brazilian produce 
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There has been a regular decline in every clais of import, 
wlietlier estimated by qoBntity or valne witli the exceptíon (¿ 
Yerba which increaeed 7.7°/n in valué conaumed, and of Goffee^ 
25.4 °/o. The consumption of Brazilian sugar fell from 2.18S.31Í 
kiloB in 1889 to ni! in 1894,and that of tobáceo from 1.252.668 kíloc 
to only 265.757. The caase of the ahrinlcage in Brazilion importa 
Í8 nnqaeBtionably the result of protective and pcohibitory dutiea. 

To oombat this tendencj of the Arjíentiae and Oriental Ee- 
publiCB Brazil shonld preserve absolate ¡ndependenc« irf action 
ai regarda ita fiscal policji as it ia quite poasible that, withoul 
raising the príces of artíclea of prime neeesstty sach aa consti- 
tute the greater part of A^^entine eiport to Bra»:!, a renewal 
of the reciprocity poHcy with the U. States or some other 
produce exporting eountry might indnce these Eepublics to 
Gomprehend that Brazil is their bpat andmoat udvantageona 
ouatomor, whoae good grac«s it ia a, vital mattor to conuiüate. 

In 1880 Argentine esperta to Brasil represented 3.4 °/o of the 
total to all eountriea ; 6.1 °/o in 1889 aJid 13,7 •/„ in 1884, being 
now the thírd in rank and onl; lese than thoae of 6. Britaia 
and Fronoe. 

Importa from Brazil represented 5.4 "/„ of total importe in 
1880, 1.6 °/„ in 1B89, and 2.1 % in 1894. 

Argentine dutiea on the importation of Braiiliají produce 
Rva^ea 48,8 °/g whilet on general importa it is only 28. °/a . 



United States of America 

The United States is the best of all customere for Brazilian 
prodace, taking 60 per cent, of the whole eiporta, whilst mip- 
pljing coinpamtivetr little in eicLange. 

The atatirticB relative to thia trade are oomplstufrom 1883, 
with the eitceptiotí ot the yeore 1869, 1873, 1775 and 1B78. 

No sjBteni of valnation of eiporta and importa could well be 
worsB than that employed in the D. States, but especially forim- 
portB, or more catcalated t^^ mietead and deceire tho incautioai. 

So defectivo, indeed, have these valuations become of late 
jeara, sínce the adoption of t]ie M'Kinley lariff and reeiprocity, 
HA to oonipletelj deatmy their valuó ejccept for experts that 
pofiseíB the Bpecittl knowledgp necesaary to dutect errora, and 
BnfBcient infomiation to correct them ! 

The annual report of the Burean of StatiaticB for 1890 Htatei 
that—" The valúes of imported nrticles in thia report are thoae 
" whieh they boro in the markets of the foreiifn tountriea froin 
■' whioh they were imi>orted. The act ot March 1883, exduded 
" ñata the dutiable valué the foUiiwing cost and chaires, 
" whioh prior to that nct had fonni^ a part of the dutiable 
" valne on which valuations are hasod. 

" The cost of transportation, ahipmeut and transhipment nith 
" all the cipenees included frora the place of growth, produution 
" or manufactUTi!, whether by land or water, to the veaael in 
" whjch sliipment Í8 ujade to the U. States; the valué of the 
" tumal and noceasary aacks, crates, boxes, and covering of any 
" kind in which the merchandiBe is coutained; cnuimienion at 
" the UBunl rates, hut in no case leas thaa 2J "/.,andl)rokerage, 
" export duty and all other actual or usual charges for putting 
" up, preparing, and packing for tranaportation or ahipuient." 

" Ünder this ayeteni of valuationt he valne ot iniported com- 
" modities landed on our wliarves is leas than their actual coat 
" to the importer by the amount of the ahove costa and eharges 
■' and the cost of treight on the gooda from the last foreign port 
" whence they were shipped totlieU, Statea. The Ítem offreight 
" from the laat foreifrn port of ahipment to the TT. Statea, how- 
" ever, has never heen included in the dntiable valué. 

" The differeuce in the methoda of valuation of importa should 
" be considered in auy comparison made between the ofBcial 
" valúes of importa of merchandiae for the jeara prior to July 
" 1883, and for the yeara eubaequent to tbat date. The valúes 
" shown in the statementa both of )reueral and speciul importa 
" are aiainly valúes of the eommodities prior to appraiaement; 
" that ÍB,the valúen bs ehown by the invoicea prior to liquidation 
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" oí entries. The foreíga export v&luei of thoae of rü-oiports íb 
" the vftlua they bora in the foraign mirketa, in other vords, 
" their import vatne. The valué of eiports oí domeatic mer- 
" chnndÍBe (apeciaJe) is their market valuó at the time of 
" esportatioa in the ports of the ti. Statos, whencí) thej aro 
" eiported tí, foreign countriea," 

In cOQBuquenca of thÍB peculiar systíiin offiíáal valuationa do 
not reprasttnt oither lliB trua ainount payabia by the United 
Stat«B to foreitfn oountriea on acBount of impjrts, which i» leas 
thau whftt is reilUy due bj the cost of freighta, and BabBBqnantly 
to 18B3 alHo by the coJt of the chargea atroady oiiumeroted¡ 
ñor yet the real valué racaivable by the TJ. Statea from othar 
ooantrieson aocount of exportation of doniestic prolucts, which 
is also le33 than the tcue valué by the diSerence bstveen the 
market valúes and total cost íii the port of ehiprnent. inoludín); 
comal issioUB, brukei:a°:e, packLug, and ahipmunt eipenditura, but 
not freíght, to the foreÍg[n country. 

Conaequently, the diBorepancy ]is greater in the valuatioa oí 
imported merchandise. S uoh yaluationa eau be |of little valuó 
in estimating the exoo^s of exporta or importa without ftrat 
taking thoae dÍBcrepancíoa luto conaideration, aud making the 
neoesaary corrections and additioas to the relativa valúes, whiob 
would than Beuaihly modify the favourabla balance that exporta 
have exhibibtd in the United Statea, especially aiiiee 1890. 

Mr. Bateman.thu representativa of the Britiah Bnurdof Trade, 
at the meeting of the International Statiatical Institution at 
Chicagu in ...893 reporta thatt— "The American ayateni of valuing 
importa at the port where the gooda were ahipped, and thns 
excluding- freighta, waa aeverely criticized as giving a WToag 
impreaaion of the valué of the importa and thua vitiatiaif the so- 
called ' balance of trade.' Anothar aerioua error in the U. Statea 
trade acoounts has latelj been disooTeced by Mr. l'ord, managec 
af trade atatistica at Washington. 

" It appears that free importa Buch as ooEíoe, augar, etc., from 
Brasil have been valued at the par vaiae of their eurrency, 
although thia haa been much depreciated. By thia arrangoment 
the trade with Brazil since the M'Einley oct (and reciprooity) 
appeaia nearly doublt whai ii actuaUy ií ! " 

Statiatics compilad in such a foshion muat undergo a aavere 
scrutinj before they can be of any praoticol valué. 

The foüowing table showa the oorrections neceaaary to reduce 
the nominal valué of the olHcial American valoationa of Brazilian 
exporta for 1891-1892 to theír real gold eifuivalent. 

Aecording- to the retuma for 1890 (the laet to hand) the ¡mpor- 
tation of Bmzilian producta in the U. Statea anbjectto dutiea was 
3 % uf the whole. Three per cent, of Braziüan exporta to the 
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U. States uiuat. thürefori!, be uatimated at its luiminaJ valué, which 
correeponds with the real, and the balance of 97 per cent. reduc«d 
ttfgold at the average cnrrent rate of excluiuge ; thÍE. added to 
the 3 per cent, valué of dutíablo exporta, will then ^ve the real 
Talneof the D. States Taluatiou of Braiiliau exporte. Tothisniuat 
be added 12 per cent., to covcr ehargee from date of purchsse to 
delivery on board, and tho total will represent the real intenm- 
tionul Tiüue of BraíJIian exporta to U. States for 1S91 and 1892. 
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For the two yeaca 1891, 1892 the real or nett valué of Brazilian 
exporta to U. Gtates, 221.252!lieS represents, thcrefore, only 60 
per cent, of the nominal valuation 368.805:601J of the ü. States 
department. 

The notable decrease in the offieial valualions of Brasilian 
eiports for 1893, which havf falUn trc-m Bb. 216.743=395? in the 
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attríbuted wholly to the influence of the treaty of reciprocity 
that carne into operation in 1890. Part, however, of this increase 
would have probably accrued to the trade with the U. States in 
any case, in common with that of almost all other countries for 
this period, the export trade of some of which shows an even 
greater impulse than that of the U. States itself. 

TIu, fr(B 1890 to ím tke eiport (nd« of Great Britain U Brazil iir nisod 30.0 "/. 

France 37.9 „ 

Germany 55.9 

Eep. Oriental 32.0 

R. Argentina 187.0 



t» 



U. States 73.3 



f» 



Witfaout the assistance of any treaty the export trade of the 
B. Argentina increased in the same períod in a still greater ratio 
than that of the U. States. 

No doubt the reciprocity treaty did, actually, give a decided im- 
pulse to American exports to Brazil, that would probably 
have been greater had better commnnications and banking 
facilities existed; but it is an error to attribute the whole of the 
improvement to this cause. 

The American valuations of Brazilian exports to the U. States 
can be of little valué for comparative purposes without the 
indispensable corrections for the miscalculations of 1891 Imd 
1892, and allowing for the alteration in the method of valuation 
inl883. 

Even after making the necessary allowance for the miscaJcu- 
lation of 1891 and 1892 and reducing the U. States valuation to 
its gold equivalent this does not represent the true valué; this 
must he still increased by 12 per cent, to allow for chargee of 
delivery on board, including Brazilian export duties. 

Previous to 1883 the system of valuation of imports observed 
in the U. States was different, and included thcse charges ; con- 
sequently, the increase of 12 per cent, in the American valuations 
is necessary only for the years subsequent to this date. 

Analyzing the figures in the column termed 'real average 
annual increase of exports/ it will be geen that there has been a 
total increase in 27 years of 428 per cent, from Ks.30.818:335$, 
in 1866, toRs.l62.705:465$ gold in 1893; whilst the proportionof 
Brazilian imports to expcrts has declined from 26.7 per cent, to 
only 16.0 per cent. 

A considerable increase of exports to the U. States is observable 
in the years 1871-1873, equivalent to 92.8 % and a still further 
advance in the periods 1879-1885, and 1886 to 1889, whilst the 
increase in 1890-93, with the reciprocity treaty, was only 16 % ! 
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The ratio oí the importa from the U. States to the exporte 
from Brazil to that coiintry, 16 per cent, in 1893, displays a great 
lack of reciprocity in the trade relations of the two count ies, 
which, however, the late treaty didlittletoimprove, because the 
principal American products in demand in Brazil are, with few 
exceptions, produced more cheaply by other coun tries that 
Buccessfully compete with the U. States, not only in the f oreign 
but in their own domestic markets, in spite of hostile tariffs and 
reciprocity treaties. 

The only remedy for such a state of things is patience. No 
doubt as soon as Brazil can without injury take a larger quan- 
tity of the domestic products of the U. States, its best customer, 
it will be willing and delighted to do so, but not otherwise. 



.♦.jl»^. 



Exporfs and Imports of all othsr Countriet 



" All otlier cíiuiitriea " compriae Busaia, Holland, Scandinaria 
and Denmark, Spain, Italy, Ai^ia, .\i\-ica. and S. America — 
excepting Arg-tnlioa, Üruíjiia.v and Chile— and BritiBh Colonies. 
The onl; nieana oí arrivinga.t au a^^roiimate estimate of the 
trade wiüi t]ieaB countriet is by o™iji:iriTiy tlii> statistics of the 
Biociiatomhuiii»> relative to their trade, aad thea striking an 
BTerage tbereírom. 

The stati^tic3 aviLiLiblet ahow that the exporta to and importo 
from " all otber conntrisB " at the Port of Bio were as f ollowa ; 
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With the object in view of obtaining a máximum estímate of 
the intemational debit, or passivo, of the country, and a mini- 
mam, rather than máximum estímate of its Credit or Activo, 
the average annual valué of importa from ''all other countries " 
has been raised to 5 <>/o in place of 3.2 °/„, and that of Exports 
reduced from 16.3 to 10 per cent., which, it is believed, will 
give a fair estímate of tlieir relative valúes. 
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summary of tbe Foreign Valuafions of Brazillan Trade 



It has proved imposetble in Bio Oíande to tollect cúmplete 
statiatica rolative to the forei^ vaJuations of Bnizilian importe 
and exporta for each sepárate year ot the whole thirty-five ooni- 
prised between IBÉO and J893. Whenever, therefore, tho retnma 
for any particolar jear for any ooootry were wanting an aTerage 
has becn strucli ÍTítm the five preceeding and two aucceasive years. 
A considerable use haa thaa been luade of average^s previouB 
to 1879 owing to tbe piiucitj of available atatiatica ; and tlüs 
fact, taken in combination witb the uncertainty aa to whfitber, 
tbe etatistics for that poriod repreaent in cortan cásea ( í'rsnce 
and Belgium) the Epocial or general trade witlt Brazíl, inspires 
bat little confidenoe in the reaultag tiíat can only be rejrarded 
aa uaef ul for comparatire piirpoeea. 

From 1879 to 1893, howe»er, the atatistics of Rrazilinn trade 
BJe almoat complete, and vecy little uae haa been made of avera- 
(jes. Aa regarda importa by Brazll the folluwing averaffes have 
been made use of from 1879-1883 - — 

Q. Britain 1 average for the year 1879 

France 1 " " " 1880 

Belgium 3 " " " 1884, 1892, 1893. 

Hambui^ 7 " " " 1879,1886. 

tr. Statea none " " " 

Portuftaí 4 " " " 1883-84, 1891, 1893 

Austria.... none" " " 

E. Oriental none " " " 

E. Argentina 1 " " " 1882 

The only conntry of tirat rank, for which it haa been necesaary 
to inake a flomewhatfreeuHeofaveragea, ifl&larQiftny(Hanibnrg), 
üwinf to the sepárate deatination by countriea of Qernian es- 
porta to S, America not having been discriminated prior to the 
year 1887. 

Tho different foreign valuatinns and averagea bave then been 
added together, inclucüng 5 per cent, for unapeeifled countriea, 
and the af^gregate valuú thus obtained augmented by 20 per 
cent for freighta, chwgea, ajid foreign profita from the foreign 
port to deliyery on board in BraziL Thia gises the total real 
valne of importa from foreign countriea for which, accotding to 
Taloationa of foreign castoma, Brazil ia debtor. The percentage 
adoptad, 20 per eent., may be conaidered the maximnm. 



ilptu I 



r — 123 — 

áj Tegards Exporte from BFañl the use of averages tina been 
mnch leu, and inidudeH nono for Germán;, becaase, Althongh 
the Taloe of Qeriuiui exporta to Braiil have uot been díaorím- 
inated prior to 1887, thoscí uf Germán importe of Braiilian produce 
have ftlwajs been ao. 
The arerai^a inftde use of are as foUows : — 

Qreat Britain 1 for 1879 

Franco 1 " 1880 

Hamburg nil 

Belgimn 3 - 1881,1884 

Austria.., nil 

TJmfriwy í"! 

Argentina 4 " 1889, 1882, 1889-90 

Portugal nil 

U. Statee nil 

ToTAi, 19, in 136 valuatioas. 
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The few arüTugeB made use of and oarefull; calulilatud uannot, 
therefore, eeriously prejiidice the vahiationa of Braziliau exporiía, 
wliioli mny be considerad to fairly ruprosent theír agiifregate 
íoreign ralimtion. 

£Vom the aum of all the different foreif^n valuatíona of Bra- 
KÍlian eiports, induding the 10 per cent, to unspecified countries, 
and irith the exceptioa of the United States, 15 per cent, has 
been deductod aa the equivalent of freights and ohargea írom a 
Brarilian to a foreign port, In tbia vay the orit^nal foieign 
valuatíona aro reduued to the real nett. valué dne by foreign 
countriea to BrazU on aooolint of exporta; treighta and chargea 
being deducted beoaUBe, being almoet entirely payable to for- 
eiftners resident abroad, tboy do not constitate part of the 
real national credit or actiro, or of the nett valué receivable, 
although they fi([ure in the forei^ valuationa na valué payable. 

To the Tatué thue obtained ia Hnally added the United States 
valuation of importa from Bradl, for which no dedaction is made 
for freights or expenses, becanso these valuations, unlike othera, 
are baaed on the market valué in Braxü, and not that ou board 
in the TJnitfld Statea. 

The reaultnnt ^and total repreaenta the real nett valué 
receivable by Braxíl on account of Jts exporta. 



Local Officfal Valuations of Importa and Exports 



Tu order to compare locaJ offitnal with íoreign valoationa both 
mnst be rednoed to the same standard of valuó. 

Consequently th« offioia! valuationB in currencj have been 
reduced to their real or gold valué at the avera-ge rate of ex- 
change for each year. To obtain the real valué uf eiporta tor 
whiuh BrazU íh creditor tlie oficial valué reduced. to goid has 
been IncreaKed 15 per cent, to cover ell eipenditure from dato of 
parchase to delivery on board, includia^ dutles, atorage, paeking 
and loadiuft, but uot freig'htB. 

With regard t<i importa the official Taluation repreBe[:ts their 
gold valué M the rateof 24d, permilreia. Consoquontlj, H.lper 
cent, shonld be deducted from the nominal valué to obtain the 
true gold valtie of importa. ThiB deduction has not, however,been 
mode because the official voluationa are found to correspond 
very nearlj with the foreigu, and likewise because no actiount 
has been taken of contraband importatíon. and fraudulent val- 
uations, vrhich, as every one aequaintod with the mode of 
deepabihin^ goods in tlie Ili'azilían cuatom. houseii v/ííl admit, 
muBt be vecj considerable. 

The úffi-Cial valuations of exporte, thas cortected, may thon be 
conaidercd to be a ntininium, and those of imports a muictmum 
Taluation, ou board in the port of arrival and of ehipment, 
rBEpectively. 

Befoce attempting to compare oíGcial Braziiian valuations of 
exporta and importa with foreign valuations it may be of aervice 
to transcribe the foUowing romarks of a moat competent author- 
ity, taken fcom un article on the ' Coinparability of trade Stat- 
ísticfl ' publiBhed in the British Board of Trade Journal for 1893. 

" It wUl be Been, therefore, that there is no uniformity of 
practico in the compilation of the trade statiaticB of the variona 
Dountriee, where the gi eatest divergence exiata in the eyatems 
in forcé both of vaJuing imports and exporta, as well as of the 
determina! ion of the qliantities and indication of the places of 
origin and deatínation. In some caaes tbe Taluation of the 
gooda ÍB baaed on the cnstonia' dedarations, which are more or 
lesa Bubject to acmtiny by the authorities, in othera upon the 
production of invoicea, and írequently according to offloial 
tablea of prices. Theae latter tablea indícate eithet the average 
pricea for each artiole ennmerated in the tariff without 
distinction of origin or deatínation, the different pricea for the 
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aitiole and for the countrjr oT prodiiotian or orifpa, <^ ths legal 
valne fiíed in conneiion witb the HsseBBment of dnt?. Ag&ia 
thaid aie differencea in tho varioiiB methoda of calculating 
priesa i cortuia valúes are abmtlutel; out oí date, and ít appeara 
to be alraoat a general míe in the valuation of the goode to tate 
the ptica thej are worth at tiie frontier, although in Boine 
countrieB the valuó ia taken at the port of ahlprnent, 

The detenoination oí the (juimtitiea hoa Eor a. baaia, in soma 
cnaea and aome rountriea, the declarations made to the cnatoma, 
in othera the prodoction of tlie invoioea and billa of lading, or 
an ezomination of the gooda by the Cecal authoríties. It ia 
more partíeularly in the exporta that confusión rei(rna, with 
few exceptiooH the cast^ma are aatisfied with declarations 
which are aoiiietimes widely at variance with the truth. At 
firat BÍght it would seem that exportera coiild have veiy little 
intereat in decciving the anthoritiea, but that they do bo there 
nan be no qiieation ; and thia ¡a more particularly the case in 
Oermany. áustria and Italy. Án arrangenient hae lately been 
coiae to betwceu theae coiintriea t-o aasiat one another by 
checkíng the declarationa of the importers by thoae of the 
exportors. In the jnethoda of regüterinjí importa and eiporte by 
country of ori^fin or destination there ia anabaolute diver)ifence 
oí pnictice, and in thia lies the ohief want of agroenient between 
the trade atatíatica of the variouB countries. 

In many countriea only tablea showing the general trade are 
Dompiled and thoae that iudicate the ahare of the apecial trade 
do not all ínclude the aame elementa. The claaaifiuationa, again 
^Bei easentially ¡ and thia not only renders nny attempt at 
compariaon almoat impoaaíble, but it is also the oauae, where 
the proaticc of establishing a valuation on the baeia of average 
príces ia in forcé, of many inacouraciea, the dangerg of wbich 
are increaaed when the aubdiviaion of the goods ia anmlleat, 

The eiamplea qaotfld of the diverj^eneiea in the practioe of 
recording the import and eiport atatUtita on the part of the 
Tarioua countries are suflioient to show haw impoosible it ¡a 
to inatitute any compariaon between aacb atatistica, To realize 
thia it ¡a only neccasary to take the trade volume of any 
oonntry and try to recaneile the exporta to a given country, aa 
therein recorded, with the import returna of the latter, aa abown 
in their own trade volame. It wili be seen at once wbat 
enormoua dÍBcrepuncies eiist between the euptirt retuma of 
gooda of one conutry with the import returns of the other, not 
only in quantítiea but in the valué ! " 

Át a meetin^ of the International Statiatical Instituto at 
Cfaica^ in 1893, tha following reaolutiona were adopted with 
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the hopa oí ¡atroducing some iiiethod mto ihe esiating chaotic 
oonditioii of comparatÍTe trade atatiatics. 

(Á) That importa abotüd bo valued aa they lie at the port of 
airiTol, includin^ freiglits ; and exporta at tlie port of li)i¡p- 

(B) That the aliatract eIaHEÍfii«tion proposed for the Brítiah 
Empica Íb advantageoua, and be recommended for adoption. 

(C) That uniform lists of the principal artíclea of import and 
eiport in ea<:h country, to the number of about 50, be preparad 
and recommended for adoption, so as to admit of Íjit«rnatioiial 
compariaon as to their quantity and valué. 

The local officiol valuations of Brazilian importa from 1886 to 
1888, the latest obtainable, appear tu haré undergone son.e 
metamorphoais . Previous to that date offieial valnationa 
appear to have corresponded fairly well with foreign valuations, 
being 96 per cent, of the latter for the period 1865 to 1886, 
whilat for the jeara 1886 — 1888 they show a sudden and inex- 
plicable increase, 20 por cent, in escesa of foreign valuationa. 

Had snch an inccease of importa really oocurred foreign 
Talnationa wonld certaJnly have ahown somo indication of a simi- 
lar increaae ; and if to thís discrepanoy be added the inconve- 
nience of "a fiscal year of 18 montha in 1886—1887, it will he 
comprehended why the foreign yaluations for the period 1885-89 
have been preferred, and, reduced to tlie equivalent of offieial 
valuationa by an additionto their valué of 6 per cent, (the exceas 
of loca! valnation of importa over the foreign valiiatíon for the 
period 1879- 18B8) bave been then included amongst offieial valua- 
tiona. For the period 1865-1875, during which foreign valua- 
tiona are admittedly only approximate, offieial valuationa dnly 
correoted were 97 per cent, of thoae of the foreign valuationa as 
■ ragarda exporta, and 98 per cent, aa regarda importa. Offieial 
yaluations may, therefore, bo regarded as eufficiently cocrect for 
that period. 

Duriog the period 1879 to 1888 offieial valnationa of eiports 

repreaented 88 per uent. of the foreign valuationa, and those 
of importa 106.5 per cent. 

Cons«iuently the offieial valuation of esporta for that period 
may be regarded aa a mintnium, and that of ¡mport:s aa a 
máximum, the differenoe being, howeyer, unimportant. 

Tío increase has, therefore, been made in the valuationa of 

exporta, aathereia everyreaaont^suppoae the local offieial valua- 
tion with the neceesary additíona to be the more eorrect. The 

Htatiatica relattve to tho officia! valuatioua of importe from Brasil 

by the United Slates showlioweasUy the foreign valnation, ofteu 
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For tbese reasouB the ijfiiuiol vulustions have been ratained 
without any addition. 

Tha official vftluation of impuria has likewiae been adopted 
nithont aaj roductíon for reosone already given. The diffe- 
rence between it and tie toreign valnationa is only 6 per cent.; 
possibly a, fuller and more careful enunination mig'ht proTe the 
official valuatiun of iuiporta to he c: 



1866 to 1885 





FOHBIQN ViLDiTIOKB 


OmdAL ViLTJATIOHB 




uscoBBE<rr»i> 


o.™„™ 


..„„.„.. 


o.™c„ 




4.E5B.552!e69$ 4.269,207:439? 
2.882.355:6781 3.437.657:790* 


4.074.742:000¥ 
3.3e9.80a:000í 


3.933.625:000? 
3.389.808:000( 


!,p.rl,.. 


-t 676,167;211í 


-f 831549:639? 


+ 684.934:0008 


+543.817:000? 



The difterenco between the c-irrected and uncorrectod foieign 
onstoniB' yaluationa of Brazüian esports ia 6 per cent., and that 
for importa 48 per cent. The difference between the nncorrected 
and corrected local valuationa of exporte being 4 per oent. 

The indispensable c«rreotionB of foreign valuatione have 
increased the balance preseated hy the valnations of foreígn 
oustoms ia favor of esports by 23 per cent,, whiJat those niade 
in the ollicial local valuation haré dimmixhed the nominal balance 
that they presentad by 22 per i^nt 

It ia dea therefore that n conolusiona based on eithor 
foreign or local Hi lal aluati ns of Braiilian trade can be oí 
any great talue inl hb they ha e undergone a previoua and 
thorougb r n and rre t on and even then will only 

approximat ly rcp ea nt th t e alues of exporte and importa. 

Eecapitnal atiDK, we fiíid tbaí the differences hetweeii foreign 
and officiaJ valnationa of Brazilian trade are not eo considerable 
aa íh genetaliy believed, and that theee differenoea are uBnalty 
explainable and favonr the accuracy oí the olEcial valuations, 
when duly corrected. rafhet than the foreign valuationa. 

The difference of 12 per ceat. between the foreign end local va- 
lnationa of exporta Í8 the moat important, and metita a thorough 
ínTeatigation, in order to determine their exaot valué more 
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precisely than has been possible with the meagre materials 
ayailable in Bio Grande. 

The difference, in spite of all corrections, between the local and 
f oreign valtiations of Brazilian trade is, however, so rx>nsiderable 
as to vitiate the valué of any deductions drawn theref rom until 
the qnestion of the greater accuraoy of one or the other is posi- 
tively settled : and although there are solid reasons f or pref erring 
the local valuations, the possibility of error most inevitably 
produce a feeling of distrust in the conclusions arrived at, and 
greatly prejudice their valué. 

The great desiderátum oí every student of national fínance and 
economy must be a thorough and; trust worthy c:mpilation of the 
respective statistics, that, embracing a long period, ^ill afford a 
safe basis on which to found deductions, mthout which all con- 
clusions are little better than mere speculations. 

That ampie material exists for realizing this desiderátum is 
certain, and preved by the fact that it has been possible to collect 
sufBcient data for a period extending over 35 years in a small 
and remote town like Bio Grande, where few records exist for 
reference, and which, if not absolutely correct, are at least suffi- 
ciently so to guard against gross error, and may undoubtedly be 
rendered perfectly trustworthy by further patient and metho- 
dical study and by the organisation of the large mass of official 
and prívate records available both in the Capital and abroad. 
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Importatron and Exporlation of Bullion 



The ¡Diportatioii of bullion or specie owm ita origin to tliree 
oanaes. It miist bo tho resnlt either of paymenta on acconiit 
merchainÜBe eipocted, of the inveatment of foreign capital, 
be derivad from tlie funda of travollers or immigranta. 

If derifed from the aale uf aiports, the procetids of foroigii 
loana, or trom the capital of the already specified goaranteiid und 
iadependent forf ign companieB, ita eqiiivalent valuó has been ai- 
read; tabes into ocoouat and placed to the International uredít 
(activo), en that if the importation of bullion is to be reckoned 
with as a factor of international paymenta, all auch importa 
muat be placed to the debit or paaaivo. 

On theother hand, all thatr part importad by travelleis iind 
inunigranCs is not repaj'able, and, thereforo, wUl not inorcoae 
the debit (pnasivo); and all capital imported for uon-speciñed 
nndertakin^ and for inveatment wUl only iaoreaae the debit 
by tbe differencs between the amoant imported «nd ita annual 
interest and amortiuLtion- 

Áll bullion and aecoritiea oxportod will proportionat«ly in- 
creaae the credít (activo), excepting' the aunis corrted aw^ by 
omigrants or trayellere. 

It haa pcoved impoaaible to obtaiu satiatactory ste,tÍ3tie3 re- 
lative to tbe importation aud eiportation of bullion, specie, or 
aecnritieB ; and for thie reaaon it haa been decided to exelude 
these eatirely from the calculation of the international debit 
and credít. Itia oertaín, however, that uould complete statiaticB 
be obtamed the reault would favoar the international credit 
(activo). 

In addition to the factors already conaidered, prívate remit- 
tances ou the one aide, and privnte impürtation of fmah capital 
on the other, niast add greatly to the annual debit and urudit of 
international paymenta respectively. Theae are factors the valué 
of which it is impossible to estímate i ondthey could only be ap- 
proximat^y appreciated by a carefnl oompariaon of the valué oF 
thoHO other factor^ eaaily determinad with that oí bilis of ex- 
chnnge drawn for the same period. 

Mthough the ag^rogate omount annoally remittedfor prívate 
purposes must be very considerable, that iiuported muat be so 

eo, especiaUy if foreign credits for buaineaa purpoaes are 
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induded. Such credits, not being inimediately liquidated 
but carried forward from one year to another, represent a 
virtual increase of the interaational oredit (activo) and 
though they increase the ultimate liability of the conntry 
in regard to foreign creditors, so long as the credits per- 
aist (and they are ever being renewed) they practicaJly 
oonstitute an advance that is never liquidated, and which is 
ever increasing in valué and importance. 

These factors, like the importation and exportation of 
biillion, are undeterminable and, consequently, have been also 
entirely left otit of the calculation of intemational payments. 
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^^ Government Expenditure Abroad 


1 


The exponditure of the GoTerninent al-road varíes oonai 
derablf in the ag^re^te, but the part purely ndiuiniatrative 
apent in Europe without any tangible retiim íb inaigniñcftiit 
and nearlj const&nt. 

tiona inoluding arma, ammunition, and oven íhípa, aa well as 
every clasa of matenal for conBtructiún, coal, and atores, 
mnst figura largoly amongst the eiports of füreign conntriea 

imjioríí ¡a the Brazilian -valuation oí foreign trado, and 
oonsequently most not be taken iuto conajderation a second 
time. 

The Natinnal Babinüe SheetB for 1889 and 1B91 show tho 
f oUowiag eipend ture pajable in London, eicluding tho intífruat 

airea ly taken into acuount : 1 




1889 
Efl. 


1891 • 
Ea. 




í9i068S 
19:399S 
660;649í 
532.9701 
911:323$ 
397H130Í 
a.753r750í 


556:259$ 
26:723í 
1,064:690$ 
1.936:656$ 
422:289$ 
533:726$ 
6.126:278$ 




Exterior 






Agriculture 

Deduot expenditure to be ínoluded aa 


5.354:5898 
4.654:241$ 


10.686:616$ 
9,566:558$ 


Balance of National foreign eipondi- 
ture exclusiTe of imported objeets 


700:348$ 
3.668:146$ 


1.120:058? 
6.446:598? 


Service of intemal loan», 1868,1879, 
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The forei^ administrative expenditure for 1889 was, 
therefore, 700:348$, and for 1891 1,120:088$; if, then, the 
ayerafi^ annual expenditure be estimated at 1,000KXX)$ for 
the years prior to 1889, and at the 1,120:000$ for subseqiient 
years, this may be considered to fairly represent the expenditure 
of the Government, abroad, on this account. 

The payment of interest and amortÍFation of national or 
intemal gold loans will only affect international exchange, 
except in the manner already descríbed, when payment of the 
serrice is effected abroad. 

For 1890 the palmenta in London on account of the ser- 
YÍce of National Gold Loans were as follows: 

National Gold Loan, 1879, Ipterest 

and Amortieation Es. 2.876:486$ gold 

National Gold Loan, 1889, Interest 

and Amortisation 3.529:578$ 

Commissions 40:534$ 



ti 



Bs. 6.446:598$ gold 



As it was iropossible in Bio Grande, to obtain precise In- 
formation as to the payments on this account for each 
sepárate year since 1869, the expenditure has been estimated 
at an annual average of Bs 2.876:486$ for the years previous 
to 1890, and at 6.446:598^. 
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Toial Annual International Debit and Credit 



(ACTU'O AHD FASaiVO.) 



To determiiie tbe animal iiitertiaticinaluredit(nctiva] and debit 
(paaeíro) it ia aow oul; uecQEsary to combine the valué of ttia 
dtfferent faetora alreadj determinad, wMuli may be i-ecapitulateá 
OB followa: The Debit or Passivo ia eompoaed oí ^ — 
lut. The real yalne of all iniported oommodities and raerchan- 

dise on board at the port of arrival . 
2nd. AU feteign charles, inoluding the iaterest and amortiaa- 
tion of all foreign loann, whethec federal, pro- 
vincial, or municipal ; the intereat and dividenda 
of gnaranteed and other forei^ industrial 
nndertatings, and govenunent adrainiatratiye 
expenditure abroad, including the interest and 
amortiatttion of the National internal loana held 
in Europe. 
3rd. The proflte' of foreign capital einployed in commercial 
operations, when remittod abroad, and prívate 
remittancQB of all kinds. 
4th. The valse of all bullion imported otlierwiBO than for in- 
vestment or b; immigrantB and travellers. 
The Credit or Activo on the other hand oomprises : 
lat. The real valué of all eiports on board at the port of 

ehipmeut. 
2nd. The real valué of all foreign capital imported or inveated. 
3rd. All bullion, Becurities aud valúes of other kinda esported. 

Aa it haa proved impossible te obtatn even appniíimate eatí- 
matea of the valué of commercial and prívate remittances and 
oí the importation of private capital, aa alao of the iroportation 
and exportation of bullion and secarities, these Ítems have been 
excluded altc^ether, and the amilysÍB of the causes that affect 
tlie valué of the currency límited tu the other reco^ized 
factors, whoue action has been alroady determíned. 

In these fnotora of the debit, or paaaivo, ma; be added the eX' 
traordinary foreign oxpEndíturo from 1860 te 1870 on account 
of the Paraguajan war that haa been eatímated at Ea. 180,000:000 
r about 60 % of the total coat of the war, and liiia been 



diatríbnted equally o' 
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Wheo tfae int^rnational credit, or &ctÍTD, eiceeds tlie debit or 
PBMÍvo the Huppljr of billa miist be greatcr than Uie demand, and 
vice verla, and International exchange is ivffected in tho foUow- 
ing manner : 

Whea the supply of bilis ia ^^^ater than the demand, gnld 
maat be Jtoported to make good Ihe dilftieiice, cxcbange will, 
Uterefore, riae by the nmoont neceseary to pay the expense of 
importation to what íb imJled the inaximum gold or ijpecie point, 
at wliich gold conunences to enter the country. In a BÍniilar 
mstiner when tho demand eitetda the snpply íntemational ei- 
chaDge íalls to the miníniíim epecie point. 

The maxiniiini and minimuui Hp<>uie pointa repreaont, there- 
fore, the maiiDium apprtciation and deprocjation of the ourrency 
thnt can ori|;iaati> from the oscillations of intemational or real 
excbange. Any further appreciation or depicciation that the 
ctirreacy may sufier Íb the result of variatioca, not of interna' 
tional, bnt ezclueively of nominal eichau^ or the local valué 
oí the eurreney, and inust be considewd when that aobjeut 
comes to be discusBud. 

In Buenos Aires the expense of ehipment of buUion ia ahout 
|d.per ii^lddollar of 47|d,parvalne, or 0,8% , and the máximum 
s, irreapective of the rate o( discoimt, ia 



respectively. 
intry, and at 46.6! 






58íd. 
ligns of 23 



oonsequetttty about 48.'12d. and 46,81 
48.42d. gold uomnieDces to enter the co 
■to !eave it. 

In Portugal the jiar Taine of the 
the rata of 40 Iba. tcoy of gold per 1 
carats, cquivnlent to Ra. 4S500. The expense of shipmeiit and 
oharges amonnt to 12 per mil, eo that the minimum specie 
point at which gold c^mmencea to leave the conntry is &24i 
penco, and the máximum at which it commenoea to retum 53,^. 

In Pranee the pac valué of £1 is 25.221 franca. At 25.340 
franca, the maxiuium gold point incluaÍTe of chargea, gold entera 
the conntry, and leaves at 25.125 franca. 

Althoogli in Bra/il the f wo eichangea are not diatingniehed, 
but fueed in cae Eingle quotatíon, inttmational eichange mnat 
be affoeted in a precisely similar nianner; and, colcutating the 
chalíes for shipnietlt at the carne rate as in the River Píate 
0.80 %. the maiimnni specie point will be about Z7.21d. irra- 
spectiTB of tho rate oí discount, and the minimum 26.79 pence. 

The appreciation or depreciation due to thia cause ehonld, 
fherefore, be anbtracfed from the market rate, whatever it 
may be, ín order to obfain the local appreciation or depiecia- 
üon of the currency when iníernational ejchange is riaing, and 
added when it ía falling. 
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Combining all the different f actors, tlie valué of whioh have 
been airead; determined, we obtain the folloving annual ba- 
lance of International pajmettts, vhich ií not precise, becauEO 
not only are the available statistioB deñcient, but some factora of 
importance, such aa the importation and oxportation of bullion 
and the valué of prívate retnittenoee, have been left out alf o- 
getlier, ia approsimate enongh to ahoír what muat have been the 
conree of intematíonal eichange BÍnce 1861, and to baae oonclusions 
tbereotL 
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If the balance ot foreign payinonts resulting from the 'Offlcial 
local TolnatÍDiL of importa and exporta be oompared vith that 
obtained by the use of foraÍDn vnluatlons the reaults are wídalj' 
diíTerent. 

Comparíng tho cQursa of eiohaniíe aince 1865, with the ba- 
lance of international paymenta when coniputed with referenoe 
to the looal and to the foreiga customa' raluations of Brazilian 
trode, great diacrepanoiea are noticeable between oae and the 
other for every one of the flve perioda for whích they haré been 
determined. 

In tbo case of the balancea that CDirespond to the valoationa 
oomputed frotn loual atatíatíca, duly oorroi^.ted, it will be found 
that the conrae that int«mational exchaot^ miist have followed 
oorreaponda fajrly wetl in eaoh caae with the favourable or tin- 
favourable natiire of the balaaoea, exchan^ riaing when they 
have been iudiapntably favourable, and vice-verin. 

On the other hnnd, the course actually taken by exchao^ only 
oorreaponda with the balances compnted from the Falnations of 
foreign cuatoma in four outof flyo perioda ; whilatthe favonrahle 
balanoe that iaahown of 217.725.325$ for the 4th period la ab- 
Bolutaly ¡noompatible with the fall in eíchangetrom par to 17d. 
in that períod. 

In both caaes, howerer, the balaticaa are abaolotely anfaTonr- 
able for the períod aubsequent to 1890, leavini^ no raanner of 
doabt that, for thia period at teaat, a great part of the depre- 
ciation of the currency and fall of eiohange must be attributed 

The imposaibílity of reconciling the intematíonal balaocos ob- 
tained by nae of the foreign ciiatome" valuatíoDs ot importa and 
exporta with the course of exchangeisanadditionalandpowerful 
reaaon for giving a decided preference to the local atatiatíea ; biit, 
althongh ifood reasona may exiat forao doing, it caanot be denied 
that no certaínty at all ia inapired aa to tbeir accnrracy, ñor can 
there be anj nntil the precisa Talue of both importa and ei- 
ports are determíned in a regular and methodical manner by the 
ptoper anthoritiea. Ampie reaourüeH e»iat for the or^anization 
of a atatiatical departaient, that with time and labour could 
rednce the maas of diffused d-xta to order, and thua aecure to 
the etndent of the national flnancial and eoonotnical sitnation 
trustworthy Information and mbt«ríal for acientiñc inFeatigation. 

Adoptin^, tberefore, thp balance of íutamatíonal paymeuta ob- 
tained from the oso of the local valuation of importa and exporta, 
it WJU be aeen that for the first períod, 1861-lBM. ínternational 
Bxchange muat have been nniformly favourable, the balance of 
payments in favonr of the coiintry having been 86.32S:589Í for 
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tbe whole period, and the maiket rato of excbange haré been 
naintaíned at a rate about par. Durlug tbesecond period, 186&- 
1969, the baltmcej which tumed againEt the oountry, amoanted 
to 155.555;405í the effect in gteat part of the Paraguayan » 
intemationaJ exchange fell, and the Talne of the currency 
doclined from par to 14d. In the third penod. 1870-1875, the 
fftvourable haJance amounied Ui 254.995:778$ and the mariet 
rate of exclianffe rose rapidly to pnr again. In the íourth 
period, 1879-1885, the balanuo of intematiomil payments waa 
barely íavoorahle, only 5.105;675í ; thia favourable balance was 
Bo exigiious that ftny trifling addition to the annual defait on 
acoount of private reniittaucea or soma estraordinniy espen- 
diture, of which aocount haa not bean taken, might have l>een 
Bufficient to tnm it against the coimtryi but, in any case, 
the origin of the great fall of the maj-ket rute «f exohange 
in thia period, from par to 17id, must be atti-ihutud to the 
local depreciation of the currencj, or nominal exuhange, and 
not to the influence of intemational paymente, that couid 
not hava boen very unfaTounible, In tha ñfth period 1886'1889 
the balance of payments became ogain decidedly favourable, 
and the valúa of the currency rose 17id. to par. In 1890 tha ba- 
lance tnmed definitely against the country, International ex- 
change became permanently unfavoucahle, and thia, cooperating 
wilh other causea that powerfnlly depraciated the local valué of 
the currency, reduced the market rata from par to lOJd. in 1892. 
In 1893 a partial impcovoment seema to have taken placa by 
which the unfavonrable balance ia reducid from an annual 
average of 62.350:6995 in 1890-92 to 22.4&1:450í, but is Btill un- 
favonrable and muat, therefore, be eiercifiing a depi'eciating 
influence on the valué of the currency. 

For tha pecjoda 1861-1864, 1870-1875, and 1^6-1889 during 
which interaational eichange muat bate been generally, if not 
uniformly, favourable the appreciation of Od. 21 must be Bub- 
tnuited from the market sight rat« of exchange and added for 
the periods 1865-1869 and 1890 to 1894 to obtain the local de- 
preciation of the currency due to nominal eichange. In the pe 
riod 1876-1885 no aubtraction ñor addition wiU b 



PART II. 

Nominal Exchange or the Local Depreciation 
of the Currency 



In order to arrive at a clear ooncoptioa of the pl 
DonünAl eicbange ít will be weü to cali to mind aomc of the 
principies af Politiual Eoonomy th»t aro moet direatly concemed 
»ith the valne of mocey and currenoies. 

Stewart Mili remarks that " there cannot be inbriasically a 
more i]iai^ÍS.cniitthiii^ in tbeeconomy of Sooiety thanMoney. 
It ie a machine for doinj; qnickly and commodioasly what would 
be done, thon^h leas qiiíokly and oommodiously. wibhoat it; and 
like other machines it only exerta a distinot and independenb 
inflaence of its own wben it gete out of ordar." 

JAoney ia but a circulating médium for the interchaug» of 
oommodities, and its valuó, like that of nM other coiumoditiea, ia 
determinad by its cost of production aad oonaiderationa of supply 
and demand. 

Oa this auüottnt the valué of evea metallio monay oscillatea 
like that of aU other commodities, but na gold and Bilver are 
the Buhalaacua that beat combine tho neceasary coaditions of 
dnrability, bulk, divisibility, aad portability, and whoae diatri- 
bntion aad oost nf production hnve at the eame time preservad 
the greateat degree of uniformity, these two metala have main- 
toined from time immemorial an universal preference for use as 
the best círculating médium yet ínvpntod, notin^, hovever, a 
decaded tendenoy to nbandon the ue<i of silver na money, in con- 
seqnence of its greatly increased production and the consequent 
rariations in ita valué. MetaUic money,buingacommodityaabjeat 
bo preoiaely the same lawa as anj other as retarda its produc- 
tion, must clearly equally ubey the laws that regúlate the price 
and valne of all other commoditiea. Aa Mili saya "it derivos if« 
power aa money from a mere convention, and ooaventiim alone, 
therefore, is aufficient to confer this power on any aabatance," 
be it bits of atamped metal, or printed paper t«rmed antea, or 
even sea shells sDoh aa constitute the circulatin|r médium in 
parts of África, 

Some Economista have maintained that whatever adda to in- 
dividual wenlth mnat similarly inoroaso tho National, bnt thia is 




y consequence, or otherwiee the bi 
an^menting National wcaltli woutd be to ii: 
debt. 

If, however, bant notos or paper-monej of any doseription 
cannot increasB the wealth of a. üountrj, heín^ nitru promises to 
paj, or tifi^M to eiact a.n equivalent abare of that wealtji, tbcy 
are certaiiüy inoney so Icing as thej' continué to excrcíee all its 
fimctiona ; and, when the circuí ating-medium of any coimtry is 
wholly confined to thia clnaa of money, be it convertible or no, 
it muat exercise preuisely the snme fnnctions, and be ruled by 
precñsely the eaine lawa aa those that determÍDe the yalue of the 
GÍrculating médium that ie nhoUy metaUic. Stewart Mitl «tatea 
that ! " The great difficulty, so far, with regard to paper-money 
has proved to determino its valué ; that ia the ^neral power it 
poaseBBea for the purohase of commoditieB," but this difficulty 
seelus to be more the reeult of the misconception of ite true 
fnuotionB, than to any alteratiun of the tiature of money that the 
ísict oí its being: represeutatíve of valué, inatead of a vnliie iteelf, 
introdncea. 

The eircnlating medinm, whatever may be ¡ta natuce, ia regu- 
lated bj precisely the eame laws of ooat of produotion aupply aud 
demand; and there is no reasoa to believe that becauae Ihia 
médium iionaist of inconvertible paper-uioney, instead of gold or 
ailver, that these lawa then ceaae to determine ita valué, or that it 
doea not continué to be the excliiaive standard of local vahiee of 
Bvery kind. 

So long aa paper-money ia convertible at aight, and the oredít 
of theeniitting uuthoritieB ia animpaired.ite valué will correspond 
to that of the motallic money in which itiapayable; and ita 
quantity in circulation be controiled by the deniaud, and can 
never becomo exc«aaive, as the moment the anpply eiceeded the 
demand it muat retum on the emittor'a handa. 

Stewart MUÍ has ahown how a ourrency originally convertible 
may by negleet or ignorance, drift into inconvertibility. " Sup- 
pose," he saya, "that ín a eountry where the iaaue ia wholly 
metallic an emiaaion of paper-money ia made by tbe Qnvemment 
to the amount of half the metallio currencj and in payinent of 
ealariea ordebta.The circulatioDbciugtbuHincreafiedbyone half, 
priuEH will in that coiintry ríae in proportion, includiní; that of 
bullion itaelf. It will then be proñtable to melt coin into bullion 
to compénsate Ihe nnfftvouroble eichange that the riae in pricea 
mnat have caused. The bnllion would he then ejtported and díf- 
fnaed over oU the eountriea, with which the suppoaed eountry 
carried on trade until the equilibrium b"tween importa and ex- 
porta ivere reatored, which, however, oonld only occur when by 



expoTtutioQ an amount equiraJent to Üie emíssion of paper-iaoney 
had. beea withdrava from the ciroulsitioii, or pricea [alien in coti- 
Bequenoe ia that oountry aad rísen in othera untU the; a,gmn 
rauobed the same ratlo in all. The only differe >ce, as f v aa tiie 
BUppnaed Qountry ia conoerned, would be aupurstidud bj auother 
haJf metallio and half paper." 

Praoticallj Chis would not be the trae prnportion, as a part of 
tbe very inetallic currenoy, that rau^t be diffiísed amon^st tho 
oo-tradin^countriea to reeatabliBh the ratio of prioea, wonld oorrea- 
pond to, and remain in the einittinfí country itaolt, and inoreaae 
its oiroulatioa hy bo much. Tliera wonld, therefore, be in addition 
to any local efTeot, a fractional and general rise in all pnces. 
" SnppoBs" Mili oontinues, " that a naw emiaaion of paper-money 
take plnoe; the nanxe sarícH of phenomena would recur, and bood 
conseeutirely until the whole metallio ourrency had been driven 
ont of the ciountry." 

When. howeTer, the metallio currancy had been entirely an- 
peneded by an equal amount of pAper-uoney, and the fonuer 
nlinOBtentirely driren from the country, and príeea retumed to 
their oriKimtl rstio in all countrisB, the aituatíoD thouifh dan- 
gerona nould be not untenable so loag aa fomign exchang^B oon- 
tinued farourable. and no deinand fur biillion for eiport arase, 
whilst tbe crodit of the emittin); authority aUo reiuained unim- 

If , however, at thia junoture foteig» exdianges turned againat 
the country an inunndiate demand fot gold must arise,with which 
to Batisfy the intemationaJ balance duu abroad, that it would be 
imposBÍble to satiafy. There being no ^Id, thís déficit muat bo 
made gooá by the exportatiun of commodities, and the demand 
(or experta exceedin^ the Hupply their pricea must rise in that 
country, but not abroud, síraultaneiiuBly and equally with that 
of ballion itself. and would be foUowed by thoae oí importa and 
otber oommoditiea thoDg'h in a teas de^roe, and more alowly i 
and tbos the paper-money previously nomínally convertible 
night become dífacto inconvertible without any addition at all 
baving been made to the ori)(inal volanie of the currency. 

The failure to recoinúxe the ínfluence that ínternationol ex- 
□hange. or the charaicter of the balancí! of intermitional paymenta, 
bxerciaea on the vatue of the currency haa lead to the ¡¡raveat 
errors of both appreoiation and practice aince Law flrat evolved 
hia acheme of eorichinfi Hunianity by unlimited emlssions of 
paper-moopy. 

In the "Manual da Econouiia PoUtiua " of Dr. P. A. Albu- 
querque, profeasor of the fnculty ot law in the Univeraity of Per- 
_ nanbuco, wiil be found the foUowinií typioal illustration; 
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"As it JB in the power oí the Qovemmeut, whilst presernng 
the aame nuiober oF mi^tallic monetAT; unite, to reduce the weight 
of its gold and ailver coinB,({ti, without thia debaaed mone; lowering 
itB originaJ Tulue, ea long as the monetar? aaita of the debaaed 
coinage correapond to the neoesaitiea of the círculation, it can 
likewiae aubatitate copper or paper-money for that of gold or 
BÍIvcr, ao longas the same Dumber of monetar^imits are preserved. 
Paper-mouey íb an artificial money , the valué of whioh ia derived 
excluBively from ita utility as an instrument of exchan^ and 
from the liniitation of its qaautíty, which dependa on the vil] of 
the Qovemiiient, since it alone poaaeaseB the right of emigsiOD. 
Thie explaina why paper, the tutrinaic valué of whioh ia vaatly 
inferior to that of the precioue metala, can, vhüa converted into 
money attain the same valué as gold or silver, and exei'cise the 
Bame functions aa these metala aa regards the eichange of com- 
moditiea.being even preferable. Paper-money, evon when inooD- 
vertible, ao long as ita quantity is ia proportion to the neceasities 
of commerce, will maintain ita nominal v.ilue and otlly by exceaa 
of emiasion can hecome oompletely depreciated." 

With Dr. Albuniuerque'B coniiluaion we perfectly agree, bnt 
not with the reaaoning by which he airivea at it. 

The rigidity of tha circulation entailed bj a régimen of incon- 
Tectible currency ia precisely the reason of the oecillationa of itg 
Talue. Ware the supply alvfaya pi-eciisely proportioned to the 
demand by the withdrawal of part from circulation wheneTer 
it gaVB signa of boing eíceasiíe, aa ia done in Franee, no deprecia- 
tion, fnrther thao might be operated by the tranaitory influenoe 
of apecnlation or aimilar causes, ivonld be possible; bnt it is 
beyond the power of any govemment or emitting authority 
whntaoever to maintain at an uniform valoe a fixed quantity of 
inconvertible paper-money, orwhat Dr. Albaquerqae terms "the 
samennmber of roonetary unita," irrespectiveof the alterationa 
in the demand that variations iu the volume of local and the 
balance of International payments determines. 

In a country in which development of erery kind had already 
sttained ita maximnm, and where there waa no foreign commerce 
whatever, or where intemational paymenta were esactly balanoed 
the eqnilibrium of the demand and supply of the cin.olatiag' mé- 
dium thuB realizad might maintain an inoonrertible currency of 
invariable quantity at a flsed valué. Suoh condÍtioDBare,howeveF, 
impoBBibte, and, otherwíae. directly the balance ofinternational 
paymenta became unfavoiirable, and could not be bg^uidated by 
the euportation of merchandÍEC, the nominal raine conferred on 
the debaaed currency, tbat Sr. Albuquerque aupposea to have 
been iaaued, muat dieappear, To make good the intemational 



defiuit, i^ld EDUBt be exported at its roul, and not ita nomiiiBil 
volne. Coluequently, tbe priuu of buUioa must rise and affeot "' 
those of otbar BonuuodiÜes, and tbe cunTeotional valué of the 
debaaed metullio ifold uurrency bu ultered allbougb no uhange 
boa l>coar1^ed in ita qiiantít j or in tbe number of the monetAry 
units in ciriiulation. 

Uost. if not Bill emiHsiona of paper money wera orij^nolly eíthpr 
auCuall; convertible ¡uto spscie at si^ht, or. at lea^t, vrere Qrat 
iasued with soma iateution or protenüe of oonvarsion at aoin« 
toture date. 

Abuse of thia self aaaumod funetion of governaient haj beon 
invBriftbiy the cause that bus led to inoonvertibility, and not 
aoj pretended advantftgo or preforence for depreciated or de- 
biued currencies) vhílst the orí^in of tbía intolerable nuiuince is 
to be traoed to the i^orance, neglect or oontempt uf constitnted 
autbciFity for those natural laws that re|¡;ulate the social relations 
oí men. The investigation of these l»wd íb tbe proper funetion 
ol Fulitical Euonomy in comman. with the other social aoienoe^, 
and samo knowledge of their action should, it wonld be thouj^ht, 
sncely be made at leaat one of the indiapeusable quaiiñcations of 
any ono aspiring to tbe title of Statesman, or to direct the dssti- 
nies of a Nation. 

A very elementary aoquaintanoe with the true principies of Po- 
litical Euonomy would have aared niueb trouble and uonfiuion, 
and have prerented the speoies of ' transmutation of metala,' that 
St. Álbuquerque coosideFa poaaible, froni ever passing' from the 
realms of theory to thoae of practiee. 

Whether the debased eurrenoy be metallic or paper the in- 
fluencB Bierciaed on it by an adverae balance of trade will be 
preciselj Bimilac. The oniy difference wiU be that in tbe flrst 
caso the currency itselí vrill be exported aa bullion, and thus dim- 
iniah ita volume, wbilst in the eecond, tbe volume of the paper- 
money in cirüulation will remain uoaltered. 

The Bxportation oí part oí tbe debaaed coina^ will raiae the 
valué oí the remainder until tbia inorease may compénsate the 
ñae in tbe price of bullion and the deprecíation due to tbis cause. 
If, then, eicbuuge remain unfavourable tbe valué of the aurrency 
will not correspond with the price of gold ; that is, gold would 
KHibange for a greater quantity of debased eurrenoy tban íor 
the commoditiea that oould be purchaaed therewith, a reductio 
adabtvrdntm, ftom wbioh we can only oonelude that tho valué of 
ther.urreney is not determincd by tbe priee of gold, as generalty 
■uppoHed, but by tho ratiobetween the general deninnd for tbe 
(Úroulating uiediuní and its snpply. 

Vben as hae beea olceady shown, the uurreno; oonaiats wbolly 
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oí inoanvertible pajxir-iiioney and thete ib nú gold for eiport 
merc^ndiae iniut take its place. So long, then, as the demand 
for exporta (ia which ballionü incladed)eii;eedstfaeBupp];tlieii 
prioe mnst ccmtinue to riae. This wiU not, huwever, determine 
tbe valué OF general porohasing power of the cnrreiicy, bat only 
tbe fña al exporta estímated ia papciMuiine;, tbe onl; local 
standard. It« Boina miut he determined bj the proportion of 
the guneral demaad for the citcnlating mediom, that is the 
aggTegat« valué of all operations of eichang», to its snppty ot 
qoantíty ín círcnlation. 

Neither the rise in the price of a single contmoditf , aach as 
gold, alihoogh it be the mediom of fonúgn eichimge, ñor eren 
tbat of all exportable commoditiee canaffect the valué (J thecur- 
leuCf in the tiaot proportion of tbe depreciatjon as regards that 
porticnlar conunodity, bnt only in that of the aggr^ate deprecia- 
tioD of all valaei. Thus, if fot iUastratiun, we suppose that all 
opeíations of eich&nge ot marketable valnec are represented by 
loo, of which gold and ezpurts comprise 50, then, if tbe nn^ 
vonrable balance of foreign payments detenuine a rise in the 
price rA gold and exporte equivalent to 100 per cent., whilst the 
other valnes remaín constant at 50, tbe same (|UAnCity of cnr- 
rencj will einlj auffiíie to pnrchose 25 of Gold and Erpori». The 
geneFal depreciatioii of the cnrrency, however, will not be in 
tbe ratio of 50 : 25 which is only its depreciation with regard to 
thoee particular commodities, but in the ratio of 100:25. 

If tbe pricea of all coniniodilies, sarvices and valnee tiae 
eqnally and sim oltaneoasly with those of gold and exports the 
general depreciation of the currenoy would coincide alvajs with 
the depreciatton ín relation to gold and exports ¡ but it has been 
shown, and índeed reqnires no deinonatratioo, that pricea do nol 
rite uDÍformly, some indeed never rising at all, in consequenoe 
of the appreciation of gold and other eiports. 

The valué of the currency, therefore. depeuds on the ratio of 
the general demand for the ciruulating médium to the sapply, 
whilst the price of gold and olher ezporttt Íe determined, libe 
that ot all conmtodities, by the coet of prodnction, suppl;, and 
demaiid. 

If , aa ia generally believed the valué ot tlie cnrrency were 
determined aolely by the prt^ortion of the stock of gold to the 
paper-money in circulatlon, aa long aa intemational eichange 
were favourable and, therefore, gold waa being imported and its 
stock increaaed, the valué of the correney onght to improve 
uninteiTUptedlj, the ct-ntrary being the case when intemational 
exchange fell. 

Sncb, howevn', is not the case, as the record of the courae of 
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ezohange and the premimn on gold in Buenos Aires plainly indi- 
cates. Dnring the year 1895 the oscillations oí one and the other 
were as follows: 



January.... 
Febmary.. 

March 

April 

May 

June 

July 

August 

September. 

October 

November. 
December.. 



ÍVURNÁTIONAI. 
BXCHÁKGK 



pence 
48} to 48g 
48 — 48§ 
48J — 48 
48i - 48J 
473 - 47J 
473 — 473 
47i - 47g 
48J — 48} 
48 — 48J 
48—48} 
48—48} 
481- 48J 



Pbbmium ok 

GOLD 



YáLUB Or THK 
CUKBBirOT 



250 to 260% 
245 — 260 " 

247 — 255 " 
253 — 275 " 

248 — 278 " 
240 — 254 " 



240 — 252 



tt 



232 — 239 " 
214 — 230 " 
219 — 234 " 
229 — 238 " 



229 — 235 " 



pence 

16} to 15 

15 — 15} 

143 - 15Í 

153- 15i 
15 - 15J 

15i- 14} 

143 — 14} 

14 - 13J 
13} — 133 
133 — 143 

15 — 14} 
14} — 143 



The par yalue oí a peso (dollar) gold is 47| d. 



With the ezception of the single month of May, foreign inter- 
national ezchange was uniformly favourable, but, notwith- 
standing, the valué of the currency f ell f rom 16} to 14} pence, or 
more than 12 per cent., the fall being, precisely, most marked 
when intemational exchange was most f avourable ! 

Similar discrepancies to those noticed in Buenos Aires between 
the tendency of intemational exchange and the market valué of 
the currency will be observed to have taken place in Italy under 
similar conditions. The f ollowing tables andcriticismare obtained 
from a brochure by Sr. Bodriguez de Freitas : — 

•' ThisNation (Italy) lived for many years under a paper-money 
regime, let us see, therefore, how it purchased money in París. 
The following table, which we have compiled from numerous 
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morliet quotations o¡ excliange, will ahoir. It is well to kno» 
that tbe Italian money ¡^ the lira, and ia eqnivalent to a frana. 

The quotations between Prance and ItAly aro, therefore, iu per- 
oentao^. There veré, honsver, two prÍo«s quated; one íf tho 
billa wera pa;able in gold, the otiier if payable in paper. In 
Bomeof the follüwlng quotations the lettera p and [ indícate 
leBpectiFely pmfit or ídm ! 



Jn paper In gold 

3l3t Deoember 1874 9¡ tu 93 i to i 

lat April 1875 Si — 7S i —4 

3rd Jnne " SJ — 61 i —I 

23rd Deoember " 8—73 h — i 

30th Deueraber " 73 — 8 J — i 

30th March 1876 8^ — 7g % — i 

7th September ■■ 'i — 7Í Í — I 

28th October 1880 9J — 9^ J — pac 

4th November •' H — 'Jh i' — 4p 

2nd Deoember " 3^ — 2| j¡ — Jp 

23rd December " 2—21 S' — ÍP 

19th JoDuary 13S2 3 — 3Í par — Ji 

26th Januarj " 5 — SJ i! — it¡ 

17tli Apri! ■• 2| — 2§ par — Jp 

We here observe clearly the dífference between the paper 
and metallio oarrenoiea. Eichan^ ia gold varied between the 
moat narrow limita, whíUt exohanjj^ in paper raried from 2 to 
neatlj 10 % . Besides thls, doring November and December of 
I8S0 the quobttion of gold exobange did not Tiuy, whilst that in 
paper varied 5per cent. The greatei the prospeot of the Treasury 
redeemtng a large qnantity of its paper money, the more the two 
apeciea of pricea tended to assimilate. " 

¿U the coufnaion of ideas that envelopes the subject of tbe 
Talos of inconvertible correncies appeara to ori(riiiate in the 
initial error of refuaíng to paper money. the same f tinctions 
ezercised by any otber kínd of currency. 

The circiilating médium of any country, whatever it be, 
whether fi^old, ailver, or wampum, must, so long as it eiercises 
the functionB of money to the excluaion of uther descriptioos, be 
the sola standard of valae in that country. By thia standard 
all pricea muat be conelated, whether of gold, exporta, or other 
volites, oad uot by an imagínary gold standard, and muat 
be determiaed in eaoh particular caae by the domand and supply, 
aad ooat of productiou of eaoh one. 
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If tlien it be admitFted tb&t the local cironlating médium is 
tha tme standard, and that the prloe of gold muat be deter- 
mined m térras oftlifíit standard, lihethntofanfotberoommodity, 
and the toca.1 valué ot tbe cnrrenoy thos redaoed to íta intema- 
tional eqnivalent, what advauta^ can tliere be in att«mpting 
b> imiioee a aecond standard of valiie by which to meaanre tho 
local standard, or to pretend that, oontrary to euperienoe, the 
Talue of inconvertible coirencies íb controlled bj the priceof 
gold in place of tbe ordinar; {autora of eupplf and demand that 
rale others. 

Moreover, it is impoesible to oxploin in aoy other maonec 
many of the paradoiea of inconvertible uurrency, notjibly that 
of the differenlial rlae of priceB,that is ruoupiized to confcr Ruch 
indisputable advouta^a un production in BÍlver-UBing countriee, 
and cunBtitutvB the nain argument in favonr of Bimetaliem. 



Theory of Exchange 



Tho whole theory of the eqoilibrium of eichanga or of the 
yalue of the correnoy is, in fact, comprised íq the single rule 

thftt tllBVa.I.ÜBOFTHK CtTBBBNCT íñ THE RiTIO O? THE DeKAND 
tO tte SUPPLT: 

If then V aud v' repcesent the valuó of tho ourrency at dif- 
forent dates. 
S and b" repreaent the enpply, or araount ia tárcu- 

lation. 
D and d' represent the demand. 
thon V- = Vd'S. 
Da' 

To obtain the raarket valué of eichange, or the nett valué 
of the ouiTBiiüy, the appreeíatioa or depreciation, whiuhever the 
caae may be, creatod by iutemational exchange inust be snb- 
tracl«d or added respectively from the valúes V and i'', thua de- 
termiued. 

Stnait MUÍ, in hia mauual of Polítioal Eoononiy ataf«B that 
the valué of the auirency ia iu inverso ratio to its quautity. 
ThiB, however, íb only true when the demand itself remainB 
Oonstant ; and is, canaequently inappUcable f or the detormina- 
tion of valúes for dates separated by considerable intervals 
doring- whieh the demand haa had time to nndergu considerable 
changas, ae it is olear that the same amount of currency that at 
one time may be ampie to meet all demands, may at another 
ir insufficient, owing for exauíplo to a simple in- 
ir decreasQ of population. Why and bou tho local valuó 
whether metallic or otherwise, must vary in 
inverae ratio to tho Bupply, eo loag as the demand remaiu 
constanc, will be best understood by an iUustration. 

Sapposing that iu a country with absoUitely no foreign trado 
or Communications of any kind the cnrrency were suddenly 
douhled by a Govommect iaaue, uo change havinff taken place 
meanwhile in either consumption, productjon, or population. 
The demand for currenoy with whioh to effect the usual oporations 
of local exchanjfe will (if we neglect the purely transitory effeots 
of Hpeculation that suoh an Inorease of the oirculating médium 
must give rise to) have remaiued onaltered, whilat the supply of 
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money, tho médium bj which one aatisfies the othar, has been 
donbled. The same operationa muet, therefore, continué to be 
effected as formerly, but wit.h double tbe amount of mimey ; and, 
conseqnently, iv general rise in pi-ices muat occur in propartion to 
the inorease of the onrreney. By suddenly increaaing the íoliime 
of the Duirenc;, tbe suppl; has been doubled, whilat th? demond 
has remaiiiad the Eame; cünai^uent!]', eittier more mouey muat 
be paid toe the same objecta than formerly, or part of the 
ouirency must remain idle and retum on the banda of the emit- 
ting Buthorities. 

For tbis reaaon an emiasíon of convertible notes can never he 
3, because the moment it tends to become so they are 
>n, and disappear from circulation. 

So long, therefore, as the issue of paper-money correspond 
exactly to the demsnd thero cnn bo no deprociation. The diffi- 
culty ia tu recognize what tbe preuise valué of the demand 
aiDDunta to. and thereby refluíate tbe supply. 

The demand for the circulating médium is not, as is often 
iniagined, a normal quantity that varíes only with the incraase 
or deuroBse of population, but is likewiee powerfullj influenced 
by two other factora, the vanations in the volume of local and 
of f ureign exchangea or trade. 

To the faílure to reoO|;nize the direot intluenoe on the demand 
exercised by the variatíoua of intemational payments is to be 
attributed tbe grave error, already referred to, that aaaumes 
the depreciation of tbe cuireDcy to be impossible ao lon^; as its 
quantity is proportioned to the increaae oí population. 

The demand for the eirculaling niediiim is, moreover, largely 
dependeut on tlie átate of piiiely local busíness, and uiay be 
active and vigorous whilst the demand determinad by tbe 
balance of intemational pojments ia aimiiltaneonsly weak or 
falling Tbis purely local demand ia an ever varying quantity, 
inflaenoed by changes in the population, of habite and customa, 
and by epeculation, and the animation nt Incaf bnsinoss. That 
the ahan)ifes of tbia piirely local demand for money exercise a 
great influence un the valué of the currency is well illuatrated by 
a phenomenoQ of regoJor occurrence in Buenos Airea. At certain 
periods of the year, dnnng the wool crop and barvest, there is 
a greatly increased demand for money, discounts rise, the banka 
are depleted, and the premium on gold ¡a obaerved to drop. 
Sometimea fureign exchangca are Bimullionecusly f avourable and 
Hometimes nnf avourable, bnt, however they may be, the prioe of 
gold almoat invariably falla, and tho valuó of the onrrency in- 
creasea. Unleaa tbis were the effect of tbe increaBed demand 
a a coDHtant aopply the prcminni on Rold muat have fallen 
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when tht! foreign eicbangea were faTonrable, and trice osrvii. 
When the harveat is over and moiiey begins to flow into tbe 
banlcs again the preminin on gold sliows an invariAblc tendency 
to riae again. Of courso there muy be other simult^neous in- 
flnences at work to int-erfere with this process, bitt such ia the 
general tendency oTiserved for a Bufficiently long períod to 
watrant oonuluBionB. 

This phenomenon has usuaUy been attiibated to tho periodio 
importation of gold for pnrchaae of produce with the object of 
oreating a fall, and thua buying in a chenpec papar marhet; but 
thifl could be of no advantage to buyers of produce, aa what 
they gained by bnying at a lower paper rata thoy wonld lose by 
Bolling their gold fe* lesa paper. As, also, the gold importod 
must be paid for, íf its quantity oorreepocded to tbe valué of 
the produce purcbased tbe aupply of bilis wonld be greatly 
reduced and international eicbange fall oñ, or else bnllion be 
re-ahipped ¡n largo qoantitiea, Neíther in fact taVeg place; and 
both in 1894 and 1695 foreign excbange has remained abnoat 
nnifonnly favourable, whilflt the ahiprnenta of biillion have 
never been extraocdinary. 

Tn comitriea that poBseaa a metsllic currency it? valué is 
lifcewise regulattd by the variationa of local demand, or wonld 
be were not an automatic metbod of adjustment provided íu 
the coniparative ratea ot diacounts, which aecure the eiportation 
of any esceas in the supply to other countries where it is in- 
Eufficient. When the ourrency conaists wholly of jnconTertible 
paper this is imposaíble, and an exceasíve demand, so lon^ as 
the aupply remain the Eanie, can only affect it by raiaing ita 

The demand for currency has been deacribed aa oonutitated 
by the total volume of ejtcbangea effeeted. Tbía may for oon- 
Tenlence 1>e Beparat«d into three categoríea. 

Irt, The local " normal demand " dependent on the variation 
ot popnlation. 

2nd. The local "bnsiness demand " that varieB with the volume 
of busineas paynienta. 

3rd. The " intemational demand" that ¡a deíarmined by the 
nature of internafional balancea. 

Alloviing for the máximum and minimum appreciation caused 
by the fltatc of intemational exchange, already deacribed, no- 
minal eichange will be at par when the aum of theae three 
demanda precisely balanoea the aupply, at a dJaconnt wheu they 
are leas, and oím-vw™. 

The firat or "normal" local demand, aiippoaing the average 
individual voluaie of exchangoa to remain the same, an alao the 



siipp]j of cnrrency, muet evídentlj incresEe ia tbe nrtio of the 
gmwth of popiiltttion to the quantity of cnrrency in circnlation, 
and tlie valué of the curreno; be proportionately raÍEed. 

The Becond claes of demand depende on the voliune of local 
bnsinsEB, eicluKÍve of that neccwary to satiafy the ordiaary 
necefsities of the population, and is eonlrolled hy a multitiide 
of indetenoinable taotora and influenced very powerfully by 
specalatioc ¡nuongst olhers. The third and last is detunoined 
by the favoui-able or unfavonrable natare of intírnational 
eichange. Whpn it íb faíonrable more ia imported than ei- 
ported (iDcluding bnllion and BecuriticB, etc.), the demand foF 
the circu]at¡Dg médium increaaes, and the valué of the currency 
rises. and pice-verta. 

The locnJ demand for cuirency for businesB purposes varieB 
extreliiel; in the same pliice at differcnt perioda, and even on 
different daye. It íh the variation ín thU demand that deter- 
mines the quantity of money reqaired in each country, whioh 
ia influeni^d by the habita and cuEtonis, etate af credit, and 
mathods of traneacting bosineaB in each, and maintaina a 
Donataot circulation of money botween different conntrieB. 

The foUowing tabla compíled by tbe Director of the U. States 
Mint ehowB the quantitj of money enrrent in varioaa coontriea. 



Cnba. 


" 155 - 


üB. vit>HX> goia per cr 
■' 54$71S •' 


Holland.... 


■' 143 = 


• 468949 ■' 




'■ 127 = 


" 45(831 ■' 


TJ.Statea... 


■■ 122 - 


' 431066 " 


England. .. 


67 =. 


'■ 235651 ■' 


RuMia 


35 ^ 


■■ 12Í355 ■' 



Tha eítraordinacy íaciationa in the quantity of money rwiui- 
aite for each country, Frauue for oiaraple, with an aluiost similar 
popnlation and far smaller volamo of buBÍnesB, rcquiring three 
times as much as England, show that it dependa more on the 
idiosynoraciea of each than on any flied general principie. 

How the quantity of money {legal- tender) requiaite may xary 
at different times, even in tbe same conntry, and be modiñed by 
cuBtom íh shonn by the insignificant coeffiuient that corresponda 
to England aince tbe ulmost univcreal substitntion of payment 
by cheque, wbiuh has reduced the neuBBBity of the actual 
tranafer of money to a minimum. The Banlers' Clearíng House 
in London, foresample, liquidated in one yoar payraents to the 
amount of £6.478.013.000 without tbe ose of any money at all. 

To attcmpt to determine whether the amount of cnrrency in 
circulation in Brazil íb, Bufficient or no, by compnriaon with thnt 
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of oiher ooaatríes ia, ooDsequeatl;, oseleís t tbis qsq only fa« 
reognúed bf obaerration and comparíson of the effects fd the 
demand upon the sapplj. If inanffieient ít will quicklj pn>v¡a 
itseU ao bj a rise in Talue. 

So loDg as tbe rate of eicbange is below par valué (27d.), as 
the SDpply and demand taast neceesorüy be in eqnilibrinm, the 
SDppt; vrill be reprraented by the smoant of paper money in 
cdrcnlation, and the deinand by its real or metallic valoe, or by 
tbdr coefficieott respectively, altowing lar the appreciotíon or 
depreciatiou dae to interna tional eichange. 

WheD exchang^ ¡3 above par, as in 1SB9, allowúi^ ia a similar 
manner for the effect of intemational exchange, the real v&lue 
of the cturency vill no longer neceasartly coincide cith and 
represent the Uemand, becanae when par ia reached the demand, 
aithough it may go on ínci'eHBiiig, cannot raise the valoe of ths 
cnrrency pn^Knüonately, aa ita maiímum ia flied by that of 
gold oúin, alao a legal tender. 

T» determine tho total demand at any looment ia, therefore, a 
uimple matt«r} the diffieulty is to discriminate eiactlj the pro- 
portion that corresponda to each of the three factors, popu- 
lation, which determines the "normal demand," bnainesa 
transactíona, and int«mational paymente. Tha ñrat and last 
are posaible to calcúlate, but the demand that origiaatcs in 
bnsínesB transactions and specnlation, etc., ia quite undetermin- 
nble except by aubtracting from the total demand the snm of 
the fimt two. 

During the first period, 1861-1864, the amouiit of cujrenoy 
Bctually in circulaüon vasQs. 10$344percapita, and ¡nt«rnational 
eichange being faíourahle its nominal and renl valnea ooincided. 
Aa it ¡8 unavoidable to atart withont some aasumption, it maj be 
fairiy preanmed that tbe minimuiii demand for the circulating^ 
médium waa certaíaly not lesa tban Rs. llíOOOpercapita during 
that period, becanse when exchange raichea par ita real valne 
no long^r repceaent« the tme demand, but ia aomewhat lesa. 

Startinn, therefore, with tha aseumption that the demand for 
cnirency waa IISOOO per head in 1861-64 with eichange at pctr, 
it ia posaible, presoming the demand to have remained oonatant, 
to determine the depreciation of the local valué of the eurrency 
ior diífereot perioda, by applioation of the rule that the valué of 
the cnrrency ia ín inverae ratio to ita coeficiente par capita. 

Thua for the aecoad period the eqnation wonld be, when the 
qnantity in circolation was 141419 per head: — 

27d ; y :: 14}4ig : IISOOO = 20.59 pence 



and the dopiociation corresponding to 



eo^iW^il 



w,^ 
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OT 24 per cent. Tbe ooefflcient of tbe real valué of the cnrrency, 
or of the tota! demnnd, waa, howeTer, 21d. 31,, equivalent to dp- 
preciatioii of only 5d. 69 or 21 per cent., and, uonsequently, the 
demand must bave exceeded IISOOO per capito, eitheron aocount 
of an increase produced b; » favoiirabte balance of iatemational 
payments, or liy a poailive increase in the local deinand itself. 

The balance of foreign payinents was, bowever, not only not 
favoumble, bnt ao nnfavoalable aa to actually reduce the demand 
by the equiíalent of Kb. 3Í7M per espita, the coefficient of the 
unfavonrable balance ; so that the theoretical demand of IISOOO 
must haTO heen thereby reduced to 7Í296, unlesa the difference 
between this and the total demand of 11$057 had been compen- 
sated by a posítíTe increose in otber local demand eqoíTalent to 
Bu. 3$761 ; the total local demand, coasequently, woald then be 
represented by Ka. 14S761, in lien oí IISOOO. 

To fínd the valne of the ooefficient of the totat local demand, the 
rolua oí the 'International' dumand. orthat conaequent on the 
balance oí international paymenta, must be added to the ooeffi- 
oieut of real vulue, or t«tal demand, when the balance of inter- 
national payments is farourablo, and dednct^d wben it ia unfo- 
TouraMe. 

Thuti for the period 1865-1869, the eoeffioient of real valué, or 
total demand, waa 11Í057, and thftt of 'international ' demand 
3)704 ogainst the credit ur activo, then: — 

11Í057 +31704=14*761 or local demand per espita. 

In the same manner the ' local ' and 'international' demanda 
íor the currency may be determined íor otber periodg with the 
resulte shown ín the following tablo. 

With aufficient and con-ect etatiaCica it wonld be poBsible t-o 
determine the valué of both the " normal " demand, that dependa 
on population, and of the " international " demand that reaulta 
frtmi the varíations of foreigu payments. The thiinl fautor or 
"buaineas" demand, howevar, ia practitally undeterminable, and 
varieaírom day to day. The only mea,nH of arriving at an appre- 
ciation of the manner ¡o whioh the variations of this factor of the 
total demand have aítected the valué of the currency ia by com- 
pariBon of the demand conetitoted bj the flrat two íaotors with 
the total demand, that is reproBent«Í by the real or gold valué 
of the currency. 

In a aimilar manner the onl; method of recognizing the 
variationi) that are actnally taking place in thia demand and its 
inflnenco on the currency ia by careful obaervation of the other 
two, and of the accumulationa of depoaita in the Banlia and the 
comparative rat* of diacounts. 
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If, for example, it is fonnd tliat intemational eicban^ is 
indiapnt&bly Favoumble, the banks replete -with depoBÍts, and 
diaoounts low, whilst e«chttn|íe continúes to fall, ¡t can only be 
conoluded tlint this isthii result ota íalliagoB iu tbe " bnsiiieBB" 
dumand, that niay origínate in a, multitude of oaixHeB. The ap- 
proximate deteroiin&tioD or resolntion of the tetal deinand for 
the circalatiog médium in thia maniier oan be of little praotic&l 
valué, and ia uaefol merely to abow how tba vaiiatíona of tba 
moBt osdllating factor of tbe local dcmaud, tbat for buainesa 
transactionB wbicb is irenemlly neglectad alto^tber, has eier- 
ciaed, and inuat continué to eiercifleT a dominatin^ influenoe on 
the valué of the oiurency. 

Analy sing the table onpaj^ 135 it isevident that,even without 
taking into accotut the demand for bilis for prívate remittanceB, 
the balance of i nteruatiunal pay ni ents muat have been absolutely 
anfarourable for two perioda at leaat of the three during which 
exchange waa falling, Noa. 2 and 6 ; whilat the favourable balance 
of the period 1976-1885 waa ao eiiguous that the alinhtoat de- 
mand an the part of prívate remittances mnat have turned it 
againat the coiintry. 

It ia, theref ore, unneoeeaary to search for extraordínary cauBes 
to explain the origin of the fall of eichange for tbese perioda, 
that waa olearly tho reanlt of eiceaeive importa and foreign 
chaires, and mnat have occurred even had no prívate remittanoea 
been mado atall; thongb, of conrse, it would nntin thisoaae have 
been so violent. 

StartinK with the theoretioal demand for Ra. IIJOOO per oapita 
in 1661-1364 it will be found from the respective column in the 
table on the preceeding; page that the local demand muat have 
inoreased conaiderably durin^ tbe next period, aa, otherwiae, in 
view of a aimultaneouB depreciation of 6.4 penoe in the nominal 
valué of tho currency, and of 6.9 penue dne te the unfavourable 
balance of intemational paymenta, the valué of the currency 
muat have fallen ta an average of 13(1, in place of 21-31d., even 
withont takinp into accouQt privaf* remittances. The balance 
of the ■' bnaineaa " demand must, therefore, have been eqnivalant 
te 3Í761 per cnpita, and aufficient to raiae the tetal demand te 
14(761 per head. 

This increase in the " bnaineaa demand" niay be eiplained in 
twomannera] eílherbecanse the " normal " or theoretieal demand 
adopted of IIJOOO per capita waa inanfficient, and did not repre- 
sen* the tme ooetHcient of this factor in 1861, or becanae it waa 
the reanlt of a real increaae in the demand for the circulatíng 
médium cieated by the impnlae c<jnimimicat«d to bnaineaa and 
paymentsby the Parastiaynn war. 
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Dnring the nert praiod, 1870-1875, the local deraand saiik 
Ee. 1 3f487 ; but, as haa hecn aJceady pninted out, as exchange 
dnring thia period rose to abgvepur thie coefficient did not 
rcpreseot, eioept approxíiuately, the true deiuund fnr currencf . 

DuriDg tlie fourtb period, 1876-1885, the local demand m- 
mained almoat Btationary at 13Í987, and continued at abuut thú 
rate dorínir the auocüeding period 1886-1889. Id 188B the rate 
of f Echange rose to above par, acd, consequently, the uoeffiuient 
□f the real valué of the total demand for currency no longer 
represented the precise valué of the total demand for currency, 
which muat have been enpplemented at least b; the atuount 
neceesary to raise ejchange to the escesn it attaiaed ovir speoie 
point. The Buppt; in 1389 was Es. 13t%9, and the demand 
necBSBary tn raise eichangw to E7^ would be eqnivalent to 
14S260. 

Taking the aupply at a round anintier, IIÍOOO in lien oí 13(967, 
the situation at the cióse of 1839 woa as fuUows:— 

Supply ot currency Rb. llfOOO; Deuiand, Es. 14S260j iu 1890. 
1692, the Supply had increaaed U> Kb. 34f587 per hcad and the 
'■iiiítnmfionoi" demand, conseciuent on adverse balance of 
foreign paymenta, had fallen by Us. 4f 095, reduuíng the demand 
toBa. 1DÍ165. 

Had, therefore, no local circumstancaa interveaed to raiae the 

demand íor currency, thía muat have Buffered a proportionate 

depreoiation, whieh can lie determined by ttpplying the formula 

that the valué of the currency ia in the ratio of the demand to 

.L 1 n, o^j 14.260,34.987 ,,„ 

the snpply; then. 27d : x:: ^^^^ : ^-^^^^ = 7d, 36. 

The inevitable conaequence, therefore, of the BÍmultaneuu8 
unprecedentedineiTeaae of emiesion andof the fall of iiitemational 
exohange muat have been to deprecíate the rate of market ex- 
change during the period 1890-1692, to 7d. 86, and i( the rata 
wa« actiially maintained at an average of 17d. during thís period 
it could only have been ín consequence of aome very conaiderable 
increaae in the lúcal dejimnd, seeing that the balance ol bulliou 
exporta and importa aa wetl as of private remittanceB waa alao 
unqueationably nnfavonrable. 

The rate of the local demand aufBcicnt to maintain exuhange 
at 17d. munt, therefore, have exceeded 11Í323 per capita, iu order 
to raiae its valué from 10$I65 to that of the average real valúa 
oí the currency, or nett demand, 2IS4S7. 

Such an unprecedented inflation of the local demand was the 
fiimultaneouB result of both a real and a transitory canse ¡ the 
real cause waa the animation noticeable in every claaa of busineas 
or indnstry since 1888. which still continúes, and the transitory 
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oauBetho reckkns speculation which in 1389-1892, absorbed huqIi 
ünmeiiBe qnantitieB of inoney as t« find an merengo of oven 13S 
p«r oent, of the currenoy insuffident to Batisfy ita voraoity. 

The real cauae peraiating- after the tranaitory demand areated 
by Bpeoulfltion has ceased snoceeded in 1893 in maintaining the 
demand at Bb. 18J009 per capita and the rate of exoluuige at 
lOd., when, in conaequeniíe of still further emiBaions, it wonld 
otherwiee have fallen to 7.56d. 

Althougli the demand due to the element of speonlation has 
not beenentireij elimiiiated, the collapse in 1892or the speGalS' 
tive opidemíc, termed in Rio the "enailhamento," muBt haré 
□aused a considerable redoction in the demand for the oircnlat- 
ing' médium, so that any improveuient tbat may be notioeable 
can, in view of the iinfavourable at-ate of international eKchan^ 
be onl; attribiLt«d to a real inoreaae of the demand for legiti- 
mate biuinesa purposes. 

It íb certain that the valué of the currency dependa on the 
relations of aupply and demand. Were the demand great«r 
thautbe supply, whatever might be its origin, depreciation 
would be impoaaible. 

It is eqnsUy certain that the demand can be largely inflaenced 
by apeculaticm of every kind, and that aa soon as the eitm- 
ordinary demand it original«B eeases, the valué ot the currency 
mnst BuEFer proportionately, itnleaa the reduotion of the demand 
íb oompensated in other waya. 

ThnB in 1890-92, the combíned ínfluence of speculation and a 
real inoreaae in the local demand for currency dúo to tho 
grovth of legitímate busini^sa succeeded in mointaining the 
valué of the currency 116 per cent, above the valué it would have 
attained if the samo rata of demand had been maintained as in 



In 1893, althoug'h the natura! incroase of the demand due to 
the RTowth of popiÜBtion continuad, and the reduotion of the 
'International' demand sliowed lesa shrinlcage than in 1890-92, 
if oompared with 1889, the collapae of speculation so reduced 
local boEinosB that the demand waa quite unable to raaintain the 
market exchange at a rate more than 32 peí cent, above the 
valué that otherwise corresponded to the quantity incirculation. 

If, then, the operationa of speculation tend to raise tho valué 
of the currency, the irresistible concluaion appearB to be that 
speculation ahould be encouraijed ! 

It muat, homever, be borne in mind that speculation opcrates 
by raiaing or lowering pnces artificially, and ofl«n withont real 
cause; auoh altetaliona of valué can, however, peraiat only «o 
long as the speculation itself is maintoined; and when it finally 
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eoUapaes, a¿ it muat ( nnlefia snpplemented by re^ candes, when 
it ceaaea to be apeculatioii ) and pricee faU or ñae again, the 
demand most b'kewije retnm to the statu q^o^^nUs, witb the 
aggraTatíon of the tranaf er oí a portion c^ the wealth of the 
oaontTj to foreignera, that U the inTamable resnJt oí snch 
speculatiTe mania. 



The Currency 



The hútoiy of the BraEÍlUii currency, lifce that o! the Argen- 
tine, íh that of alinost nniíitornipted depreciation ; its vnlue 
haring falltm 85 por cent., from 6?| pence in 1683 to ]Od..itH 
present valué. Even this tremendone depreciation ia, howevec, 
lesB tbtat that which the Ai^teatine currency haa eiperienoed, 
that is more than 98 per c«nb. since the first emiaeion ol 
paper-money wfls uiatle hj the Provine» of Buonoa Airea ! 

lile "Rio News" thus describes the umniier iu whioh the 
depreciation has been brought about, and the Bucoeaaive rednc- 
tions of the standard vntue of the ouirency effected. 

" During the colonial poriods tho remittanceB from Brazil to 
Portugal were niade in gold ing^its, or in " Johannes," a Kold 
ooin valued at 6J400 rois or £1 I6i., the par of exc}iange beíng 
5i. 7Jd. per milreie. 

" Tfais par of oxuhange ñas not clianged until 1633. 

" In 1808 the arríval of Don Jo¿ia VI. effected a radical oban(re 
¡D the social, ptditical and comuiercial life of the country. Th^ 
ports of Brazil were then, for the first time, opened to foreign 
conunerce, and numy foreigu raerchants became resident here. 

" The King nnd his Court were poor and greedy, and the 
« of the colony were far from sufficiunt for their demands. 
firat had tú the coina){u of süver, which jielded a 
profit of 20 p°r cent. To facilitate this, the Spanish dollars 
hrought from Perú by the hameward bound treaaure shipa, were 
largely bought up at 800 rein "fortes " each, and then stiuiiped 
960 reia, the Spaniarda accepting drafta on London, or gold, in 
payment. 

" These tranaactiona and the rapidly increnaintr import trade 
of the colony, drained the niarket of drafts and gold, and the 
rate oí exchange soon ranged at ña. Bd. to 7i., going evon to 8>. 
2(1. iu 1812-13. 

" It Boon happoned, however, that the ' weak ' ( f raea ) ailver 
coin exceeded local req^aiiomenta, and, as gold was no lonffer 
cnrreut, it practically hecame legal tender, and was uaed in the 
porchase of exchange on foreign countriea. The rate then began 
to fall nntil gold passed ita par valuation and was quoted at a 
premiuní, the rate bcing about 4i. 7d, 

"ThemorchantB then reoiitted gold in preterenoe to bUls, and 
thia soon exhausted the supply of gold coin which remained 
in the CQuntry. 
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"The Fortugnese Coart then biid lecoiirse tu another expe- 
dient — the ¡saiie of paper currancy — which ¡n, 1819 became 
Tednndant, and deprecUted to auoli ui extent thut it vas neoes- 
sarj to declare it a leg^l tender by law. 

"This caused a, Inifber fnll in eicbange, which atoad at 4b, at 
the time of Don Joao'a departure from Brazil. 

"Daringtlie ñrat Empíre the situatíon became even warae, 
owing to unnÍEe bunk Jegialatiou and the creation of a foreign 
debt. In 1823 exchan^ had fallen to Zt. lid. A foraign loan woa 
then secured and the rate improved, the qootationa ranging 
fiom 4s. 'id. to 4a, 8d, at the end of 1825 and the begíuning of 
1826. The rate then deulined again under the influenoe of 
foreign and domeetic troublea until in 1830 it reached tho 
aUimingly low quotation of Is. ód. to Is. 7d, This waa a mnoh 
greater fall than anything we have aince expeñenced. 

" Under the Eagenoy many reforma were instituted for the im- 
provement of the national Gnances, among which waa the 
liquidatiop of the bankrupt bank of iasne and tha aubstitution 
of its dfpreciated notes by othera iasned by the Treaaury. In 
1833 the coinoge w.is reviaed, and tbe 'par of exohange' waa 
fixed at 3a. 7^. per uiOreia. The ennent ratea únproved rapidly 
for a time, but failed to reach the par establÍHhed. 

" In 1846 afaother ohange waa made in the monetary valúes ot 
the conntry, and the present par rate of 2<. 3d. per mUreia vras 
cstablished. Under this standard tho lowest point reached, 
preriona tothe proaent crÍBÍ3, waa 1». 2d. in 1868." 

The increase of the paper money in circulatíon has foUowed no 
regular oourae, but haa been emitted indifferontly during high or 
low flichange in obedieoue to the caprice or neoeasities of the 
emitting ailthocities. The amount of cnrrenoy in circulation 
during the three perioda, 1, 3 and S of high oí rising eichange, 
did not eioeed Rs.18'050, por headand during the three perioda 
of low exchange 2, 4 and 6 rose to an average of Ea. 26SB52. 

The quantitj of paper money in circulation dependa on the 
caprice of the emitting authorities and cannot, therefore, be an 
tffeet but a cauee of íta depreciation, 

Altbough tbe emitting authorities can arbitrarily interfere 
with the valué of the eurreney, they cannot fií ita valué, which 
dependa on circuniatancea bejond their control ; ñor yet can 
they torce into circulation a lai^er quantity of paper-money 
than that for whiüh a poaitive demand exiat, eioept by depre- 
ciating the valne of what is already in circulation. The quan- 
titj of even metallic ourrency is regulated by conaiderationa of 
aupply tuid demand, nnd when the niechauical method of odjuat- 





















,L 


,J 


■ * 


? 9 


t 9 


1* ^ 


w 


















/Wf 


en > 


Cirí 


W/ 


■/« 


issa 


w 


Iwz 


>ns 














28 




















/\ 












Z6 




' ' 


















\ 










í^ 






\ 










í,? 






\ 










Í2 
















Í7 


'N 


/ 


\ 










?i? 






\ 










/3 
































^7 
















'í 
















r,f 








\ 








r^ 








' 








7? 
















7? 






\ 






\ 










\ 






Sj 




















,■? 








^ 








ñ 










\ 






j 












S 




a 


ICV 


Q.ri 


11. lio 


on 


tllf 


l>'.8 


i üf 


s 
















teí 








^ 
















_■ 











INCE 1860. 




Paper-Money 




IN CIRCÜLATION 


POPULA- 


PER CAPITA 


TION 


Currency 


Gold 




Es. 


Es. 


Millions 


11$984 


115485 


8.00 


95730 


95433 


8.10 


9$642 


85526 


8.20 


10§930 


105930 


8.30 


11S874 


115874 


8.40 


11$703 


10;>782 


8.60 


12$825 


115519 


8.80 


13$164 


95360 


8.90 


133701 


95353 


9.10 


195701 


135773 


9.30 


205266 


165092 


9.50 


195/74 


175715 


9.70 


185380 


175432 


10.00 


185050 


175340 


10.25 


175437 


165220 


10.50 


165918 


165918 


10.75 


165311 


155292 


11.00 


155941 


14:?952 


11.25 


185167 


145930 


11.50 


185451 


155940 


11.75 


175973 


145810 


12.00 


175329 


145479 


12.25 


165982 


135247 


12.50 


165543 


135140 


12.75 


165125 


125467 


13.00 


155638 


105640 


13.25 


155809 


125036 


13.50 


145712 

1 


125186 


13.75 


145562 


135640 


14.00 


135909 


135909 


14.25 


235223 


195329 


14.50 


345830 


215725 


14.75 


375214 


165385 


15.00 


425282 


185009 


15.20 


455116 


165814 


15.60 


495316 




16.00 



iiiunt that it folluwB ¡s interfered viHh, Üie ineritable result can 
be only atf ained iiy tbe depredatioii or appreciation of itbat ie 
alritady in circaktion. 
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That the actual depreciación of the cuirency is the effect prin- 
cipally of excessive issuee of papar money since 1889 is ^aerally 
ndmitted, but great difficnltj is enwiUDtered in atteinpting to 
reconcile thiB theory with the fact that, whatever the qnantity 
luay be, it eecma to be never BufBcient to eatiefy tbe demand For 
tbe circulating médium. From thia it haa been argued that tbe 
Bupply cannot be eicosBife, or that, if íonnerly bo, it is not any 
longer; becauEO the demand has grown in a similar ratio. 

This confusión of ideas aríees from failing to distingnish 
liwtweeii cause and effect. The depreciation of the cnrreacj' is 
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the effect, and not the cause oí an exaeaBÍvfl Bnpply . The de- 
Tnand íor ths oiroulating^ médium ia a demand for a sufficÍRüt 
amonnt of money with wllícli to eSeet the itjiial operations of 
eichange; if, tíien, the supply is inoreased ao that it enceeds 
the neceBsities oí thase operationa it roust fae either raduced ia 
quantity or depreoiated, and it9 depreciation oontinue untU the 
anpplj and demand again balance. 

If, thereforo, ejcchange is falling, it maj he safely coneluded 
that the Buppl; is atUI excesaire, aa otluirwise it oonld not fall 
any forther. 

If exchoDge rises it is apn>of that the Buppl; has dimmiahedor 
the demand increased. When the quantity of paper money Íh 
invariable the riee of exchang^ raiaes íta valué and thus agiúii 
balances i he supply wxth the demand. An incun vertible and 
depreciated currency can neverbe eicesaive becauae imineliately 
it tended to become ao a new depreoiation raust ag'.iin reduce ita 
valne, and thus re-eatabüah the equiltbríuiu of the aupply and 
demand. 

It inny, however, beiíome insnfficient, as in 1B89 when eíchangp 
TOBO to 28d., and paper mone; to a premiunt ; because when the 
¡noreaaing demand haa ratsed its valué to par, the ma^itiiinm 
arbitrarily eatabliahed by law. it dan g'o no further, except ¡di a 
Bhort time sufBcient to admit of bullion being- imported. If 
after raiaing' the valué of the uurrency to par the demand con- 
tinned increaaíng whilat tbe aapply remained unaltered, the 
amount in oircnlation would be thon iiisufficient, but would be 
remedied by the importation of bullion if intemutional exchang* 
oootinued auffieiently fayonrable. UnlasH tha eiroulatíon eould 
be thus Hupplemented the eniÍBBÍoii of paper mouey muat be 
either increased or the aupply remain ínsufQcient, 

The diagram fronting page 160, cepreaenta the curve that 
the variationB in tbe real valne of the currency havo folio ved siuce 
1861, and that of the variation that corresponda to a constant 
local demand oflllOOO.per capita,tbu coefficientof the actual oir- 
oulation in 1B81. The firat Íb repreaented by a red, and tliB latter 
by ablueline. The variationB of the aecond havebesn determined 

bythe equation of valué v' — ^¿£_ 
D¡'. 
When r. = 27d por 

D = d' = IIÍOOO 
B &, i' =^ the averapfe annual 

quantity ia cironlation. 
In apite of the differences betwpen ona curve and the other, 
<ine to the demand helng a v&ryin^ and not a constant quantity 
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as ¡B generaJly iiuagmed, the ^neral resumblance uid tendency 
of each ü so Bitoilar tfaat it bei.'omee itiftlcult to nnderstand how 
itcnn possibly be dispnted that tbe vaiiations in eupplj, or 
qmlntity of currency in oircuIatiOD, niast bo a. powerful factor in 
dcterminiog ita valué! 

Nevertheless it is constantlj diapotBd^andtwoeminentBtatoa- 
raen, V. de Ouro Prtito and Dr. Ruy Barboso, aro both ngreod 
that the qoaotity o[ papor-nioney doea not alfect tha va!ue of 
the onrrency ; a theory that they have apparuntly evolved 
from tbeir inner CDnBcionsneea and froin their beliuf in the en- 
Joyment of eiceptional privilegea by their ooontry. Why Braüil 
should be regarded aa on exception to the economiciil l&ws that 
rule other coantriea is not eiplained. What thia* dangerona ten- 
deney, to regard Brasil aa an Büceptionally favonrud commimity 
to which ordiniiry rnlea do not apply, very clearly indioates is 
that Political Economj' ia either fery Iitt!e nnderatood in this 
couatry, or that it í^f not re^rded evaa by the inost advanced 
thinkers as an eiaot scienue, or thought to liave yet emerged 
from the empiric and appoulativB stage. 

Dr. Kuy Barboso in the report of the MiaiBtrj of Financa fot 
1S91 atatea that : 

" It hoB bi>en the habit amongat thoae that oonsciously or 
unconeciooaly continué niider the Bepublic to promote certain 
itupofiing apeculative int«reatn, thut have beea left as a le^acy 
by the preuocionH aenilitj of the mouareby, to Htimalate the 
prejudice that observes io the exceas of the oírculatini;^ médium 
and exuberant emisaions of paper money the ocigin of tiie 
oscijlation in the rate of our eiohangeB. To thia follauy Sr. Affocso 
Celso (Vizconde da Ouro Froto) repliod not lon){ ago in a apeech 
in the chamber of üeputiea, ISth May, 1879. 'Theprooí,' hethen 
9Aid, ' that the quantitf of paper-moncy in i^ruulation can have 
Qopowerin thiamarket to deprecíate the rate of exobaoge U fur- 
nished by three hig-hly aigníScativa fauts, The years ie59and 1860 
mark the períod of tlie greate^it expansión of local credit, when 
the emiaaion of paper-money also snfTered ita most rapid and 
considerable increaae. Metallio nioney diaappeaced from the 
oircnlation and new einisüions were raade by tho Treaanry, by 
aereral banks, and by their branches. Ite 50.000:000} thatwero 
then in circidation were rapidly increaaed to 90.000:000i, bnt 
eichange díd not fall. but poaitivoly roae to 2Td. Pifteon yeara 
later exchange stood between 23 and 25 penco, when a fiuancial 
criaia broke out ; the bnnlrs were threatened, and the Qoverument 
believing it to be ita duty to assist them authoriaed a new emia- 
aion of 25.000:000$. Wlutt then happened ? Biohango far from 
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falling n«e. aait vas gradualt; etuittcd.to 28d, underen faii^her 
to 2Sgd; and, on the coatnzj, «h^n the GoTHmment Uter a 
atlemptcd to cali ia the treeh emisBÍon eii^hange fell to 24 
pence. Etea Dow, on theoccaaion oí the decren promalgat^ hy 
mj pcedecesBor, (stithuriring au emissionof WOOOOOOSl no fall 
of eichange oci^iitTtd, oa tht contiary, it rose, It can, thcrefore, 
onl; be concluded th&t the quantit; of paper^moiie; ín (úraulation 
eneiciaes no mBuenoe úd the ra.te oC exchaDge." The eiperienoe 
oftbe BfpubUcan period (1889-1891)," adda Dr. Roy Barboso, 
" IB Dot oppoeed to, but corroboratee this coaclusion ! " 

Both Ihe V. de Ouro Preto and Dr. RuyBarboso single ont 
one ool; of the muItiludÍDOus factors tbat influence the com-ae 
of exchange tor obaervation, and because the niarket rate of 
( icbange, or ultimtile Talne of the cnrrencj, which is the reanl- 
tant of all the different causes that react upon it, has not suf- 
fered, mshlj conclnde that the action of that particular fact<ir 
could Dot onl; never havc beeu prejudicial but was absolutelj 
beneflcial, without haTÍn){ previoualj decomposed the resulbint 
into its elemente or primarj factors, and then determined tbe 
iodepEcdent action of each! 

It has been already pointed out how the eniission of paper- 
mone; merely in subetitutíon of the metallic currency wonld 
produce a pnrely trauñt^ry depreciation eo long as intemational 
exchtuí^ remained favonrable. ThiB ¡g precisely what occnrred 
in 1B59-60. The paper-raonoy in oiroulation waa increaaed by 
40.000:000$ and raised the coefficient to abont IIÍOOO. 

This emiBsion drove abroad its equivalent in gold, so that in 
rpality no increaae of the cnrrency had occnrred, but roerely a 
(iuhatítution. 'When gold had euiigrated to the valué of the 
incteaBcd emission prices retnmed again to their normal level, 
and exchange tojiar, international eichange haring been mean- 
while nnifonnly favonrable, whiUt the foreign loans of 185B, 
1859 aud 1860, nndonbtedlj, powerfnlly influenced the final 
reault. Te waa,therefore,pe[fectf y practicable in 1850 to increase 
the amount of paper money in circulation withont anj apparent 
depreciation. 

Fifteen years later, the V. de Ouro Preto statea, thoeoiis- 
Bion of 25,000:000! faO^ to depresa exchange, whioh rose, on the 
c^ntrary, to 28d., but forgets to talce into consideration the 
aimultaneoua influence on exchange of n foreign loan negotiated 
in 1875, the sama year, for £5.000,000. 

It, again, exchange did not fall in 1879 in conaequence of the 
ieeno of 40,000:000f it uiay be certainly concluded that it waa 
because the very large importation of foreign capital that took 
ploceat thaidateforconstmctioiiof Bailways, eta.jOr thefarour- 
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able balance of international trade preventcd it frorn doiug so, 
and not lieonuBe the Be<;[U@nce of the phenomeiia that muat con- 
trol aacli matters had been modified by aonie special Providence 
for the oi 



It is a dangerouN nnd mischieTous pra<ttice, oertain to lead b) 
deception, to attempt to fonnd g-enernl dedncliona on the obser- 
vation of iBolated phenomena without taiing into snfficient oon- 
sideratlon the eollatera! effect of all the rest. 

To be ftble to dett^rmine the real cauae of any riae or fall in 
excbange, or to atat* poaitivelj that a apecific cause has aftectíd 
the valué of the ciirrency in a speciñc manner, it is indispena- 
able to -weigh the prot, and eoni, of all the diffeHsut tactore 
that exercÍBe an influenM on the course of both international 
and nominsl eichanffe ; in which mutt be indniled the increaae 
of foreign capital, the morement of importa and ejiporta of mer- 
ohandiae and bullion, the increnae or decrettae of foreign pay- 
nients and a ranltitude of elemente beaidea the mere increaEe 
or docrease of the ciroulating médium ! 

Of all the social sciencea none has yet attained the same 
relative degree of poflitirám aa Political Eoonomy. Piftj 
jears ago M. León Say in hia treatiee of Political Economy 

" Les valenra et lea quantitéa dont elle a'occupe, Stant ansoep- 
tiblea do plus et de moina, aerableraient devoir entrer dans lo 
domaiue des mathÉDiatit^nee, maia ellea aont en mi^me tempa sou- 
miaoB i l'¡nfllienc« dea facnltéa, dea lieaoina, dea volontéa dea hom- 
mes; or on peut bimí aavoir daña que) aeoB agisaent cea actiona 
diíerses, maía on nu peut paa apprecier rigoureusoment leur 
inñuence, de la l'iuipuaaibilité d'y trouver lea donnóea auffisauí- 
ment eiactea poní- en faíro la baae d'un ualoal," 

Since that was written both Economía Soience and the colla- 
teraj and methodioal atudy of Statiatica ha ve takon great atridea 
and warrant the belief that not only wiU the inevitable aeqnence 
of eeonomical phenomena be ultimately determined by lawa aa 
niathematically preaiao as thoaa that regard the movementa of 
the planetary ayatem, hut that aven the purely moral 
influence that the variationa in auch elementa a» wiil introduce, 
will finally be alao reducid to ita mathematicaí eqnivalent. 

What Hume and Comte term the 'invariable anteceden!,' if 
•earched for in eiplacation of the apparent inconsiafenoii^ of 
eeonomical phenomena, will he found to be aJwaya reducible ta 
a poaiiÍTe quantity, and ihe variationa that other factors of an 
abatract character, Buth SE speculation or política, tovrhich weare 
all ?n diFpospd to attribute the variationa ot exehange, to be 
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pare!; tranaitory, Ihe tpaI and final c 
liltle. affected tliereby aa that of tbe ea 
atars themselTea, 

WHh Bucli a vast and promisin^ field for investigatioli and 
reform it íb sürprisiiig that tbe numerona scbool of Brazilian 
PoeitÍTÍBtB sbonld bave confined tlujír uttention abnost eidn- 
sively to otbüT brsDcbea of Sociology, wbich, being lesa advaniwd, 
are lees likel; to peld immedÍBit« reaults of a practjcal natura. 

The general rise in prioes, that niuat reault frojn either an 
: inthe yolumo of tbo carreuoy beyond tba normal de- 
ir of B fall in intemationaJ excbange, wUl ultimatelj affect 
all commoditiea alike, unlee? arbitrarily intcrfered witb, bnt 
will not do so aiuiultoneoaaty ñor uniformly. 

Some prices rúe simultaneously and in the aame ratio as that 
of buUion, as has been airead; demonstrated, whitat otbera only 
rise slowly and at long' Interrule. 

The inñuence that this diSerential riae in pnces exaroises 
on tlie oost of produotiun and eiports ís most important, aad 
has never been properly amilysed ur appreciated, though, in a 
general waj it is now admitted that the depreciatioa of ailver 
baa in some maiiner servad aa a Btimulus to production ¡n 
countriea that use a purely ailver currency, such aa India and 
Japan, and that the depi'eciation of other cnrrenciea, auch as 
that of the Argentina, hoa operated in a preciaely aünilar 
i position to compete 
on more adyantageons 



in price on account of a local 
(t be eiportB and bullion, that 
.0 long as the foreign 



manner, and placed thoae c 
with ofheüB which employ gold c 

Tbe first commoditioa to rise 
depreciation of the cnrrencymn 
will rise BimnltaneonBlj and nniformly si 
detuand ii 

This irill te folloired by a rise in the pnces of importa, but in 
a leas ratio, for reaaona already explained. The prices of labour, 
and of local producta not likewise imported or eiport«d will 
follow more sloirly and with small additiona at long interrals; 
and finally tbe ñae wiU aETect even official ñxed salaries. 
The only valuea that will not rise at all will he thoae of publia 
a and fixed chorges, and of debta payable in currency ; 
tst, consequently, auffer a depreciation e([ii¡Yal6nt, not 
se in the price of bullion, btit lo iho average rise n/ all 






Tbere ia aiwaya a lionHiderable interval between the riae in 
the price of bnllion and exporta and that of labour and local 
valuea, snch as rent, food ataples, &c ; and it is, unquestionably, 
thifl differential riae of priceatbatconferBaiichgi-eatand poaitive 
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advantages on prodnction and exporta, b; redncing their real 
coat naá raiaisK prufita, as, altJiougli if thu depreciation con- 
tinué \(mg aH prícce Dinet ultimal«Iy reach the same ratio from 
which they started, in tho nieutiliriG tiw advantagea «ecnred 
axe positiva aud would have conununicalcd a gceat ¡mpalse to 
production. 

The great dftnperlifa in the improrement of eichange, that 
¡a linble to düetroy tho advantagí» tlina attaioed ; as, when 
eichange once conimences to rise again, the prícea of exporte 
muBt toM immcdiatelj, whilat thoBO of importa and local valuea 
will fall lesa atid more alowly, und, coDBeqitentl;, the coat of 
prodnetion likewiae, jnat aa they bad riaen tardily previoualy, 
and thua reduce pronta and diecourago enterpriae. 

To take an eiample we And that the price of labour in tha 
facturiea of the Co. Union Fabril of Rio Grande has risen from 
the jear 1889 to 1833 from IS&OO to Ba. 2f358, eqniralent to 
53,1 per cent, ¡ whilst the prioes of exporta and bnllion have 
rinen 151 per cent, 

Theru Í3, however, no reaaon irh; wagea shouíd riae preciaely 
in thu mnie ratio as eiports and liuUioa j on the contrary, there 
are aolid reaaona why they ahould riso leaa, which conaequently 
they will do ; becauee, even if all labour werfl to riae preciaely 
in the aame ratio aa exporta and bnllion, there would atill be 
Bome other pricea, eapoeially thoso of importa, which, in con- 
aeqnenco of the action of the cuatoms' tariff, woold have risen 
lesa, and so wagi^a, although in this cnae they would have 
only preberred their normal price, would have aurpaaaBd their 
nomtal valué. 

Every succesaive increase of wages will, howeTer, diminiah the 
diSerence between the pricea of local valuea and thoae of 
exporta, until the potnt will be reached when the difference will 
correspond men ly to that between the rise in the pricea of 
importa and that of exporta, dne to the influence of the cnatoma' 
tniiff. If, however, thia advBntage were destroyed by the 
recovery of dutjea on a gold baais, ullímatoly wagea, and conse- 
quentlj all pricea, woold have riaen alike, and no attempt of 
capital to prevent it wiU then auweed in keeping wagea below 
their proper price so lonf^ as tbe demand for labonr ia in exoeaa 
of the Bupply. 
The riae in the pricea of different local valuea and of labour ia 
neither caprícioua ñor arbitraiy, aa ia generally auppoaed, but 
muet obey definite and preciae lawa both ae to the monuer, 
eequence and rat» of incrt?aBe. 

Ashasbeen already ahown, if even there were no foreign trade 



ai all a Budden increase of emiaaion would rnise prioea ; bnt ii 
thia caae the ñse wonid be uniform aad affect everything alike, 
Bothat there would be no nlteratiao of valúes. 

In point of tact, wlien exchange falla, whatever may be the 
canse, the priesa of exporta and of imports mnat rise, tlii3 
íormcr ¡n the Haioe ratio as goM and the latter in a somBwhat 
lees ratiu, aiid, conseqneutly, a distarbance of all valúes wUl 

The íftU of exchttnge wuiild have been broustht about by the 
demand for exportable prodncts exceedin^ the Bupply : th» 
price of exporta and of bullioa, therefore, would liave riaea ia 
proportion to the oicdb^ of the demand tu the supply, by which 
tbe rate of exchange is m^alated, and those oí importa woulJ 
have also riaen by their increased coat of production. but not in. 
the aaiue ratio, in (aot much lesa. There being no ínareaBein 
the demand for produets of purely local consumption (snob 
as blaok beana farinha, houHo rent, labonr, etc.,) their prícM 
would iiot be directly atfeoted by the fall of eiobange excapt 
80 far as their coat of produi:tion waa affected by the riae of 
importa and, consequently, would not rÍEe oa thia acoount. 

To take an example, beans and farinba will continué to 
ezchango in prociaely the aame proportiona aa before the fall of 
eichange, but their raines in relation to eiports and imparta 
will haré underg'one a chango, and the aame quautity of farinha 
and beana which originally eicbanged for a certain i^oantlty 
of cofEee and all three for the same numbec ot milreis, will do 
Bo no longer; more farinha and beans will be noceasary to 
parchase the coSee and their vatuea must be readjuated until 
they auffice to eschange for the same quantity as before. If 
tben two sacka of beans auffit^ed originally to purchase one aack 
of coSeu and one of farinha, when each were worth 5SOO0, if coffee 
rose to lOiOOO the price of one sack of beans mnst be adranced 
until it stül continúes to eichange for the same amount of fa- 
rinha and of t^ñee aa previously to Ra. 7J503 nnd not to Ba. 
lOÍOOO aa would appear. 

1 Coffee = lOÍOOO 
. 1 Farinha = 5tOOO 



2 Sack of Beans i 



ill ^ 



ISíOOO 
1 Sack therefore ^ 7S500 

The price of farinha will, therefore. haré risen nathat of beane, 
but their ralue in relation to eiports (coffee) and importo 
will haré been redoc^dj they will continué to exchange for 
each other a9 before, but for lesa quatititiea of imported and 
exportable commoditiea. 
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Even thÍB riee wiU not be imiuedlate, and in the meantime, 
more beans miist be giren for Ihe same quantily of farinha and 
ooffí-e.or less bonífht. Uttinmtely, however, if the fall oFeichange 
peraiat, the riae in the pi-ioa of exporta and importa mnat affect 
the prico of laboiir, ao tliat It^sa bnass wiU be produced for 
S$000, and tlieir príoe mnst ríse uutil it beconies equivaleut to 
the rifle in labour and to that of the eiportable producta and 
imported commodítiea oonsamel in their prodnction. 

In the Eame way tha priod of labour inust riae. If a labouror, 
who eamed Ka^fOOO a month and was accoetomed to spend 
Bb. 20t000 in fnrinha, boans, meat and other inexportable looal 
proiluots and Es. lOiOOO in ulothua, coffee, and other iraported 
and exportable commodities, found that on aciiount of the riae 
in prices, con«eqaent on the fall of exehan^, he woiüd non 
require to Bpend Il^OOO on these liiat, he maat eithpr curtail 
Lis local eipenditure or go without gome of the ooffee and 
Dlothes, OT elae raise the prioe of hia labour. At ñmt he would 
probably have tosacrifioe hia eipenditnre, bnt, ultlmatelj, the 
demand for labonr being greater than the anpply, wagea would 
adíanoe from $30 to Í35, inoroaaing' 17 per cent., whilst 
eiports and iroporfs had riseo 50 per cent. The riae in the price 
uí wagea would thnn react aa in the amoiint. of hia other local 
expenditure, wiiich would atao rise, and ao hia waj^ea would be 
again inaufBcient, and must be a^in ínereasiid until, finall;, 
thepricea of eípurte, importa, and labour, and of unexportable 
prodaota for local conauuiption not likewiso importad liad 
all attained the aame lerel, equiralent to the riae in the priue 
of bullíon. When thia ocuurred, wagea could riae no fnrther, 
becauae, if they did, the local prioea of eiporta and looal 
manufactures «onld be in eioesa of the forei)(n prioea, tfae 
demand would foU off, and pricisa fall again ; in the uaae of local 
manofactures the falt bein^ bronght aboot hj the competition 
of foreign imported gooda. 

In a similar manner renta muat risa aleo. Thecuat of building' 
mnat be affected by the increased priue of importa, and labour 
and renta riae proporCioaately. If Httle or no biiildinjf ia 
goiug on the riae wUl be prodaoed in the same manner as that of 
wagea by the neoaaaity of the landlord readjuating the ralne of 
rent to the general riae of prices. 

Salaries, especially official, wiU rise last of all, becauae the 
aupi ¡y of this olasa of labour ia lítr^ly in exoesa of the demand. 

The rise in the prieea of labour to the same levol aa thoae of 
exporta and of non-exportable prodacte not likewise imported 
will be, homerer, extremaly alow, and that of imports will not 
riae at all tn that level unteas duties are likewiBe levelled up to 
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tha par yalue. Production and exporta will absorb the whole of 
the adrantages that this diSerantial ri^H of priei^B urentes, lo&ü 
uianufiicturea fladiog in ít merely a competuation for the diesd' 
Tantages created by the reduution of dutiea that tho fall of ex:- 
change has broufrlit about. 



Fariuha ^Mandioca : per Sack... 
Sogar (moseado) 



21000 
6Í370 
6Í750 



16S370 
17Í317 



I2Í500 
13Í500 



Floar I7Í500 44f975 10f096 

Bice 12¥500 32ÍJ85 18Í500 

Com 2Í500 6S425 6f600 

Latd (kilo)... ?3fi8 S945 ^740 

Dried meat (Xarque) 1116 

Pine boardfl IIJOOO 2S?270 2BfOOO 

7S500 
Wheat flciur, 3 averajre cjualities. 17S500 

The prices quoted for forinha, beane, lard, riu« and pine boanla 
are thoae of the producing' roarket, Porto Alegre. 

The priuea of driad meat augar, kerosene, etc., are taken from 
annual review of the Jobnal do Commebcjo of Kio Janeiro. 

TbÍ8 table ahorna that the pricea of local produce neitlier 
likewíse importad ñor exportad, aa well aa that alao imported, 
and the pnces of importa themaelves have not íncreaaed tn the 
éoioe ratio aa thoae of exporte and of bnllíonin eík cases out of 
eiifht; whilat tha moat notable eiception, farinha de mandioca, 
haa riaen much more, from 2Í000 fo 13Í000 persack, proving 
thia esceptional rise in price to be the effect not only of the gen- 
eral rite of prices caused by the fnU in axchange, but alao ot the 
increased local demand for thisparticuiar produot bj other parta 
of the country, which, whilat population has rapidly increased, 
have not augmentcd their production in propoction. 

Amongst the importa the moat notable eiception t<i the 
generftl rale is tliat of wheat floHr, wbioh haa ppsjtJTBly fi 
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price rrom 173500 in 18B8 to 10S076, in lieu of riainK! the 
rmann fnr thia apparentuontradiction is to be foimil, líkewise, in 
in the relabionB of Biippl7 and demand, ít being well known that 
in eonieqnence of the onontious produetion the pricea of vrheat 
uid flour haíe tallen univerBülly, and elaewhere eveo more than 
in BraxU! 

In cnnseqnence, the rato of the ((eneraJ ríae itt prices wUl cor- 
«■apond to the ratiolwtween theeipenditare on accoimt of ei- 
portable and iinported commoditi(!s and that for commoditiea 
ot local produetion neither exported ñor importad and other looal 
ofaar(;eB, snch as rent, taxea, ete. 
Thia ratio wiH vaty in every case according to the cnetoma and 
haliits of different clnBHea and even of individnalB in the same 
place. It vill be g^reater in towns than in the conntrj, and 
amoni^t the iippcir than the lower clasEea ; and explains why the 
depreciation of the currenoy is scarcely felt hy the latter, whilst 
ita slighteet variation affecta the oonifurt of the formor olaaa, 

It mnet not, however, be eipectod that thevariations of priees 
will correnpond preoisety to thia rule, hecause prícee are con- 
troUed not onlj by the ooet of produetion bnt also by the varia- 
tions of Huppl; and demand. 

With the objeet of oblatning an íllustration of the: manner in 
whioh the rate of wages and of profita are affected by variationa 
in the valué of the ourrency, tlie o|>erstÍDns of the Fabril and 
Pastoril Company of Rio Orando have been analyzed in detail 
sini» the comniencenient of ite operationa in 18B4. 

Thia Company may be regarded aa typioal of a proporly con- 
docted maiiufacturing buaíneas, aa also of the ^noral riae and 
fall of both wagea and proñte. 

Taminif to the table frontina page 177 it will be found that 
wagea underwent tbe fotlnuing variationa sincie 1885, when the 
avernge wa^ waa lt600paperpcr dicme<ju¡valent to IJIOO gold 
at the then rate of exclmnge 18 yV pence. 
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Kl-BUIB 


Cuireacy 


Oold 


1885 
1&B6-1889 


U600 
1(576 
HB42 


11100 
1S412 

0Í985 


18 9/15 
25 5/8 
12 7/15 


+ 20.4% 
—17.4% 


- 1.5 3 


^28,2% 
-10-4 % 
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Exohange rose in 1S86-1889 to an average rato oí 25|, or 20.4 
per cent,,but waf^ea fell onl; 1.5 por cent, estiinated in currenoj, 
and show a poaitive increase eqoivalent to 2G.2 per cent, if redn- 
cod to their guld valué. Invoreely when exchange fell in 1890-94 
to an averagw rato of 12 y'^ pence, or 47.4 per cent, estioiated by 
their Rold valué, wages only roae 10.4 per cent., if eatimated at 
their real valué althou^b thüir nominal orcurreucy ra,t« had in- 
Greasod 15.D per cent. 

For oomparative purposee the standard ral« of wages adopt«d 
haa boen fíxed at 1|200 gold per diem. For the whole period of 
10 jeare, 1885-1894, the rate of wagea shows an inerease of 14.2 
over the initial currency rate of 11600 in 1895, bata depreciatioii 
of 3.03 per cent, compared with the gold standard. From 1885 to 
1887 with u rising rate of eEuhangc, wagea showed B alight appre- 
ciation of 0.34 per cent, in their real valué, which increiued to 
14.33 per cent. íd 1887-90 vthenexuliange roae topar whilstduring 
1890-1894, vhen eicliaage feU violently to an average of 15J 
pence, the real valué of wagea was depreciated 21 per c«st. In 
1894 in spite of the riae in nominal wages from 13793 in the 
previous j'ear to 2^358, the depreciation, with exehunge at 1(^ 
pence, waa 21.5 per cent, and atill oontinues. The greateat de- 
preciation of woges was in 1893 when it reaohed 34.8 per cent., 
and the greateat appreoiation 37 6 per cent, in 1888 when ex- 
change roee to pur. 

This table demonetrates indiaputably, if indeed any proof were 
required, that the rate of wageii neither falla ñor risea in the 
saine proportion os the appreciation or depreciation of the cur- 
rency but alwaya in a leas degree. If similar coreful analysie 
were eSected in regard to otber closaea of labc>ur in diSerent 
parta of the country it ia certaín that aímilar reaulta, though not 
identical in all cásea, would be obtained. Thero is unqnea- 
tionably a aettled máximum depreciation for each localíty that 
cannot be exceeded without cauaing disturbance of the relations 
of Labour te Capital; a máximum whicb varíes with the diSerent 
etandards of living in different trades and localítiea, whioh in 
turn are determined by the general riae of príces, and not that 
of gold or exportable and importable commodities only. 

In order to analyao the manner in which the profits of the 
Company have been alfeot^d by the riae or fall of exchange it is 
indispensable to reduce both the capital and pF06ts realized \o 
a atandard valué, as no comparisona can be instituted on the 
baaia of paper-money oí oaoillating valué. 

In order to redoce the Capital ot the Company to íts real or 
gold valne it has been divided into "fixed" and " circulating." 
The flxed Capital Íb repreaented by the expenditure as ahonn in 
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the Company'H anniial balance on accoimb of machinery, bnild- 
inga, et(^., leducnd to itsrealoigoldT&lae at. the averag^ exahan^ 
for the y ear in whioh eaob Beparote expenditure too^ place, The 
oirculatiuR capital, beili)í preserved in corrency, has been rednced 
to gold at the average rate of eichan^ for each year, and thp 
Eum of the two, flied and círculating capital, then tepreseiits the 
real or gold valué of the capital ¡nTealed for aay year. From 
lB85-lB88no circulatiiiif tapital wbb emplojed, aad waa probably 
Bubfltituted by loans, whieh probably acconnts for the coni- 
paratÍTsly low rat« of profits for those yeara. 

The BTenige capital emplojed for the 11 years 1884-1894 wbb 
Rs. ].íl98i818í curreney, l-nt rednced to pjM in Ihe maniier de- 
Bcribed, waa only E8.976;21BÍ. 

Groes profita rvpreeented 17.81 per cent, estimated in currency 
on thecurrency capital for thewhole period 1884-1894, and redii- 
ced to gold yielded a profit of 19,0 per ceot. on the t'old capital 
(-mployed. Proflta eatiniated in currency were 11. 23 per cent, from 
1884 to 1887 with a riaing rate of exchange, 14.91 per cent, from 
1 887 to 1890 with eichange about par, and 24.25 per cent, from 
1B90 to 1894 when ejtchange fell lower than it ever had before. 
The same precedence is obaerved ín the rato of gold profita which 
were 11.06 per cent, in 1884-18B7, 18.8 per cent. 1687-1890, and 
22.3 per cent. 1B89-1B94, ealculated on the real gold capital em- 
ployed. 

That the capital rednced to gold in the manner indicated 
representa ¡ts real valué ia evídent becauao, allowing for deprecia- 
tion and appreciation of propcrty and plant, it repreaentB their 
true coat and that at which both the ñxed and circulating capi- 
tal could be replaced, the true teat of valué. 

The agifregate profltB reaulting from the fall of wagea below 
the standard, 1Í200, for the whole period 1885-1894 amounted 
only to 5:510$ gold, the profita of one period being almost batan- 
ead by the loBaea of aaother. The average dívidend actually 
diatributed was 13.45 per cent, in currenoy for the whole period 
it waa B'*'''teBt in 1894, 22 per cent. In gold it ropreaented a 
dividend of 16.7 per cent, on the real capital einployed for 1894. 
The advaotage gained ín the long run from the depreciation of 
wsges haa not, thereforo, been so considerable aa might be 
ima^ned, and only amounted to aboat 3 per cent, of the groaa 
profita realized, Of late yeare, howevet, owing to the eitraordi- 
rary depreciation of the currency jirufita of tbia origin hava In- 
creaaad immoderBtely, being in 1893 Ka.ll5.B90í gold, or moro 
tban 33 per cent, of tbu grosa proÜt realized ! In 1894 a riae in 
the rate of wagCB redaccd tbie claw of pronta to more modérate 
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dimenaions, 61,544j ^Id or 14,3 per cent, oí tbe ^rusa proflts íor 
that year. 

ündoubtedly, tha constant osctllAtiona in tbe valué nf laboar. 
that the chan^eable T&lue oí tbe circalating madiam entaila. is 
a moat eeríoiia and unsatiafactory featuro of onr econamy, calcn- 
lated t« créale endless dieturbances and disik^eementa betvveen 
Capital and Labour, one of wbich muat be tbu aufferer by overy 
oscíllatinn of exclian^. The advantage that Capital and In- 
dnatry are now (fainiuff, partly at tbe expense of labour, in oonae- 
quence of tbe depreciatian of tbe currency most inevítably be 
loat a^ln when excban^ commences to rise. 

¿ny meana of arriving at somethiog' Hko atabtlity in re^rd 
to the rate and Toliie of the wages nf laboar wonld, tberefore, be 
a boon not onlyto labour biit t« tha naawnt induetrica whoae 
prosperitj and very eíiatence might be aeriously threatenad 
bj any violent improveincnt in the valué of the omrency. 

lü regard to thn inc^reaHO in the proSta of prodttotion resnlt- 
inj^ from the depreciation of the corrency Stewart Mili remarks, 
in agreement with moat othur Economists, that " There ¡a no 
way in whiuh a guaeral and permanent rise in prices can benefit 
anyono except at the exppDse of aomo one ehe ;" and in reapect 
to the speciea of fotced tmnefer that the depreciation of the eur- 
rency effeets from Creditora to Debtors goea on to any, " thia 
might be regardud as aa advL,ntagí to Induatry, ainee the pro- 
ducing claaaes aro great borrowera and geneíallj owe largar 
debta to the unproductive claasea than tbeae owe to tbera, eape- 
cially if the National debt be incladed. It Íb only thus that n 
general rise of pricefi can be a source of boneflt to anyone, by di- 
niinishing the presaure of fised burdeua, and tbia might be ac- 
conntcd an advantaga if ¡nt«gnty and good faith were of no 
more importanoa tj the World and to Indnstry and Commeree ¡a 
partioular." 

Any attempt to deliberately debaee tha coinage or deprecíate 
tbecurrency with tbe object of obtaining tbe immoral advonta^e 
that such a proceeding would oonfer on debtors at the eipenso 
oí creditora would, doubtleaa, raerit even aeverer atrieturea ; but, 
had Stewart Milt a wider acqnaintanue with the «luius operaiuii 
of a ohronically inconvertible curreney, he would unqneationably 
have quatitied his denanciations, and ad>nitt«d that a dcpreoia- 
tion of tbe cuirenoy may confer great and general udvantages 
whilat the injnry inflii^ted on certain olassea ¡a not ao great aa it 
appeara. 

Itiatruethatthedepreciation of tbe curroucy will inQict a cer- 
tain degree of nominal losa on oredítora for tbu benefit of debtors, 
bntthie womldbe a ahsolute oquirnlent loas only if the onrreno/ 
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r been previoaalf depreoiated and the debts hadbeen 
oontracted for a real valué in bxchsb of that at tlie depreciated 

te; but if aJl debts were rednced to their real ralue a,í the cnr- 
rent rate of excban^ at wbich tbej were contraoted, especially 
if the National debt be inoluded, the nominal ar apparent Iobs 
waold be onnsiderably reduced in some InstAiicea, and in otbers 
dinappear altof^ther, 

There Í8 no lo^iu in the pretenaion that nttempts to bind the 
deblor but leavBB the creditor free to tate all and CTerj adían- 
tage that the oicillations in the valué ot the cnrrency may 

lí a moral obligation eiist on the part ot the debtor to in- 
demnify the creditor for any loas that the further depreciation 
of the cnrrency may inflict, eurely a aiiuilar obli)^tjon mnat 
e;ii»t oa the part of the oredltor, wlieo by an accidental iroproye- 
ment in ita valué, to whiuh he has oontributed perhapj Uttle 
or nothin^, a siitiilai: losa ia inflícted on the debtor ! 

In 1390, pceyiouB to thei^nveraionof the 4 per cent, gold 'apoli- 
cea,' the nomiiial valne of the intemal debt pajable in cnrrency 
(apolicea) was Rd.3S1.6D7:TD1$. If thia nominal valué be rednced 
tu )^1J at the average current late of exchange of the year in 
wbich each sepárate amoutit was iaaued it will yield a real valué 
of oniy Bh .307.072: 198( actnally received by the State, the dif- 
ference between the two representing the exceaa that the State 
mnst pay if redeemed at par, and is eqnivalent to a positive losa 
of 19.5 per cent ! 

The average real valué received wonJd jield the equivalent 
nomÍBal valué at an averie rate of eicbange of 2Hd., that, 
toay. thecef ore, be regarded aa the true par valué of ' Apolices' 
that ia, the valué that would yield neither proflt ñor loas either 
10 debtor or creditor! 

The holdere of ' Apolieía' payable io cotrency conetitute cer- 
fainly the clasa moat injured by a depreciation of the currency. 
It will be, tliereforc, intereatiug to examine wliat the real iujury 
inllicted amounts to were the present hoiders litewise the orÍ|^- 
nal puTchasers, and whether it ia uot in a great meaaure com- 
pensated indirectly in other waya. 

In poiut of fact, aa longas the hoiders of 'Apolicea ' continué to 
reside in the country. they will, in coneequonce of the deprecia- 
tion of the currency, auffer from ft depreciation in the real or gold 
pnce oí their aecurities, but not from an equivalent depreciation 
of their uiíue. Their nominal or currency prices will remain unal- 
tered and continne to purchase, if not tbe same quantity of com- 
jnodities os previously, at leaüt a quantíty that will have suílerud 



- 176- 



niQoh lesa reduotion than that wtiuh the raJuB üf tlití ourrencj 
itself ha<j uadorgoDu. 

If , f or eiample, a ]MrBonowDed.Ka.60:000S in Spar cent. 'apo- 
lioes' whicb yielded an amiual interest oí £a.3K)00J, ihat, whea 
excli&nge stood iit par sufficed for all hie annual aipendítiire, aad 
esohange fell from 27d. to 9d., as the conBcqutiot ríie in pricea 
woald not b« unifonu, tlie avcruge general riae would not, prob' 
ably, excesd 100 per cent. He would, tberefore, qiiIj bu obligedlo 
double bis ezpeaditnre to maiiitain the same standard of living, 
aod tbe valué oí tbaSe.3,000$ would barebeuadeprociatedoiily 
50 per ceiit.,wbile ite bullieu valué or t^old pHce would bave fallen 
66 per cent. So that, as far as its general power for purchasing 
and pajment was ponccmed, ita depreoiation would, tberefore, 
be represented by an excbang« o{ 13id, instead oC 9d. ! 

Tho realcoHt o( thcBe'apoUoea.'boweVBr, nsbaa beenahown, íb 
not representad by an eiebange of 27d but oí 213, and, coiise- 
quently, the real losa to the owner oí the 'apolieea' will be 
the differeuce between tbia valué and its general purobasin^ 
power, equivalent to 8J peuct, or 37.9 in lieu of 66%. ¡n other 
vorda, tbe barter valué of tbe original investment wíU bavo been 
dopreciftted in thia ratiu. 

Turningnow to the ourrency we find that tbe actual amount 

I of treaaurj notes for whichthe State was dírectly responaible in 

1894 was Ka.363.7 12:096. The wbole nmount of Treasury notes 

emittedyiuldedatthe averagecurrent rato ofexcbangeoftbeyear 

in which they were iaaued aroal valué (ingold) oí Ea.299.291:693.S 

of which 173.509:368* (gold) bave been called in, leaving a ba- 

lance of Ba,225.732:323f, that repreaent^the real valué received by 

I tbe State ine&change fortheamonnt aotuallyincireulation. The 

I iÉUfference between the real and nominal valué is Ka. 142 ,929.773, 

and repreaents tbe loss, 38.7 °/a, that would accrue t-o the Stat« 

if tbeae notes were redeemed at par ! 

Tbe eqnivalent of these notea, as they were emitted, was 
appyít by the Qovemment, which roeeivi d in retnm certain ser- 
viuea or conunodities, the price of whicb would be regulated by 
the usual conaiderations of snpply and deniand, and vary with 
the osciliationH in the valué oí the currency, Conaeqnelitly.theÍT 
real valué would correspond to Ibat of the currency, and not to 
ita nominal or par valué, 

Tbis,howü ver, would not he Irueif tbe emisaion were appliedto 
the payment of debts contract«d wben exchange waa biglier, 
or of fixed salaries, for tho service of tbe int^mal debt, in 
which coses the loaa would be dividid between tbe Stale and its 
ereditora, the loes to tbe State being the diffcrence bctween the 
nominal valué a&d tbe real valué of the debt at the date it waa 
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contracted, and that of the creditor the difference between its 
real valué at the two dates. 

Tlie aggregaterealTalue receÍTedBs.225,782,323|, wouldgplve a 
nominal valué of Bs.368.712.096|,equivalent to the actual amount 
of treasury notes in circulation at the rate of exchangfe of about 
19|d; which, if the whole had been applied to payment 
of current expenses and not of back debts, would represent the 
trne par valué of the currency. 

The pretence to saddle the State with the obligation of re- 
deeming its debt, both of 'apolices' and treasury notes at 
its par or nominal valué would impose a loss of B3.217.525.280$; 
equivalent to 40.8 "/^ of the real valué reoeived. 

The holders of intemal bonds payable in gold will not only 
suffer no loss from the f all of exchange, but will realize an entirely 
uneamed increment of profít in the enhanoed valué of their 
bonds, which will at a low rate of exchange purchase inore than 
at a higher rate ; but this advantage is confíned entirely to re- 
sidents in the country itself , and does not extend to bonds held 
abroad. Special taxation of this class of property, snch as is, 
proposed by the Minister of Finance, is perfectly legitímate 
and justifiable so long as it be limitad to the amount held in the 
country, and, in f act, is a recognition of a principie that has already 
been accepted in many of the principal oountries of Europe and 
is destined to become general, the taxation of unearned pro- 
fíts in whatever shape they may occur. 

If the principie of taxation of unearned profíts is equitable, 
which is now scarcely disputed, there can be no reason why such 
profíts derived from the depreciation of the currency should be ex- 
cepted; and, consequently, the holders of apolices could scarcely 
complain if the valué of their securities were permanently reg^- 
lated in such a manner as to exelude this uneamed increment 
altogether, by means, for example, of a reduction of the stan- 
dard valué of the mil reis. 

In attempting to balance revenue with the rapidly increas- 
ing expenditure that must resultfrom a general rise of pricesthe 
weakest will go to the wall, and subaltem employees of all kinds 
be Hure to suffer by their salaries not being included in 
the general rise of prices. No doubt, untU salaries were re-ad- 
justed to suit the newconditions and valúes, some hardship would 
be suffered by this particular class, thoagh, if employers still con- 
tinued to serve on these reduced terms it would be sufficient 
proof that their services were previously too highly recompens- 
ed, and that the competition of other more highy compensated 
but more laborious occupations, was still insufiicient to divert la- 
bour to other channels. As Mili says " the merely mechanical oc- 
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cupations that demand ]ittle skill or judgment and lesa labour 
ha ve been everywhere too highly recompensed, not on account of 
any scaroity of supply but f rom the unaccountable but universal 
anxietywMcli aligo ver nmentsexhibit to regúlate the expenditure 
or rate of payment of their employees, not by usual method of 
competition, but by their sooial importance." If , theref ore, this 
class suffer somewhat more than others in consequence of the 
unequal rise of prices it may be regarded with certain equa- 
nimity as some compensation for a previously exaggerated rate 
of payment. 

Other administrativo expenditure cannot, however, be pre- 
vented from rising in a similar manner, and the general rise of 
prices must result in a proportioñal increase of national ex- 
penditure, and, unless provisión be made to meet it by an 
increase of taxation, income will prove insufficient and déficits 
must arise ! 
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Defldtalfth 'Thert't the rub!' 

Defloits innumerable, aaniml, peronniul. everla^tin 



I 



In these three syllablea is comprehended all the myatarj of 
Brazilian finance, tlie ' head and froiit of its aSanding.' 

It ia a tniism, cela ita-iani-ilir. thaC withnut deG.i;it3 tbere 
woiild be no National debt and no inconvertibla gornrninant 
isBDe, becanse debt, déficits aud ineoinrertible paper-money are 
all, ín a sense, aynonyinoua. Wbat we have to examine ia whethefi 
admitting a cerlain amount of ¡iidt>btednaas aa imavoidable or 
adTantageoua, tlie balance is not the resnlt of fnilure to liquídate 
ordioary cticrent eipenditure with ordíoary levenue ¡ and 
wbether that ¡s not the trae oaaae of the eioesaive indebtedneaa 
ot the country aa well aa of the depreciation of the cixrrency ! 
Without debt, it will be objected, there would likewiae be no 
BAÜwaya, no St«ainboats, no Telegrapfaj, little Immigration and 
lesB Progresa. 

That, however, ía not so certain. And if it were, whert! ia the 
harm? Wns Ufe less agreeable, or liberty leas eecnre befnre 
Steamboats or Bailwaya were heard of in Brazíl P 

Proíreas, thecatchword with whiohnien atrire to dignify their 
baste to be rich, might have torñed, and devclopment havo been 
postponed, but with or without artificial aíds tho overflon of 
European labour and capital conld not for long overloob or 
misa a oountrj' that embraces so large a proportion. of the whole 
habitable anrface of the globe ! 

The question ¡b; whethor thia vamited Progress haa not been 
too dearly bougbtP and whether the same ends conld not have 
been oompasaed by the aurer if slower methoda of Solf-help. 

America for the Americans, ia the ory ! but onr auts belie our 
worda. We sell our land, and pawn our labonr, and endanger 
our liberty and independence, for foreign gold, import thoiiaanda 
of aJien serfa, and oall it Progresa I 

It is not tbat we love our country Iobb, but that we love ease 
and wealth moro, and theae are only attainable by the aid of 
foreign labour and forei^ capital, or elae by the diaagreeable 
prooess of working ourseWes ! 

Was it, then, worth whíle t-o pile up a hiige debt loerely to 
anticípate by a few yeara tho inevitable, and fill tho country 



witb an alien and heterogeneons popolation with few cf t 
cbatsct^ristica ttecree^Ty for assimilatioD and conversión ii 
good and nsefnl citiuinB of a Tigoroua and bonogonoilK J 
nationalily? Waa all thia seDing of onr birthiiKlit, tlÜH t 
coaatiag oí the fnhire jiecessarj, and could it nat very i 
hnie been diapeosed with ? 

F^rhaps it waa Dewrssary and beneflcíal ; bnt the donbt will 
stick wbether any single real advant^e has ben fcained by the 
sacrifice of bo muchthat Ehould be dearandÍB coaUjiOrcoaldnot 
have been attained with greatcr economy of dignity and treastue 
by leas artíflcial mef hoda if left to primate enterprise and inj- 
tiation, in place of being preinatniely undertab^n by the all 
abaorbing overshadowing oíBeialism, that, like the dan^feroaa 
Upas tree, that poiaone all wha take refnge beneath it, sapa 
the vitality and índependence of the National character. 

Progresa is a good. an excellent thing. bnt it muat be uníf orm, 
or ceases to be trae progreds, and degenerates ÍQto mere money- 
trrabbing. If the preoeral moral and intclieetoal deseloprnent 
does not keop pace with the material advance, mannera, castoms, 
and moráis wiU all auffer. and the National character d^e- 

Can we cnnacientiooHly beüeve íhnt thiB has not already taken 
place hore, as in all other American coontries wbich have gone 
through the fires of a ' criaia of pn^cess ' ! 

If the official retuma t¡l ordinary revenue and of expeudítnre 
on the previoua pag^ ate analysed for the period 1861-1S93, it 
wiUhefonnd that expenditure has always exceeded reveuae 
Withont a solitary eiception I 

The perennial recurrence of déficits would seem to indícate 
either an abaolnte indifference in regard to the ñnancial cqnili- 
briam or a chronic inability to even approxíinately estímate 
future expenditure and rtuiouraes, and approaches nearer to a 
aolntion of the problein of perpetual motioa than any yet 
presented. 

Deficita créate debt, and tliis agnin multipliea déficits, and ao 
on ad itifinitum. 
The total valué of the National debt oontracted aince 1861, 
taking the real valué of " apolices" and trcasury notea at yar, 
l*aa in 1S93 eqnivalynt to Es.874 .31 8:602 J. Déficits for the 
Bamc period amounted to E8,820.14S:000$, leaving a balance of 
Es .54. 170:6021 to bo acconnted for, eqnivalent to 5.2 % of the 
nominal valué received, aad repreaenta the loas realizedon the 
diSerent 
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Of the total debt tbe Faragnajan war cotunraed Be. 
327.005:000í, and the oonstrnctíon of railwaya Ee.301.643íKIOf, 
leaviug a balauoe of Ba. 251.600:000$, df 30.6 % of the nomioAl 
valué of the whole debt, that has been expended in liqnidsting 
déficits arÍ9Íng from the deñdenc; of ordinarf revenue te coTer 
□rdinary expenditore. 

Sitch a system of finance contínncd for a long soriea of jears 
oould onlf cnlniinate ¡n dÍHOsb^tr and discredit, and can scarcely 
reconuuend itself to even the most ardent advócate of ' progresa 
at any price' tbat has anj respect for the National bonour and 
dignity, 

However convenient siich a sy stem of Uqaidating cnrrent ex- 
penditure may appear, th.iiii endeavourmg to shift tbe burden to 
the broad ehoalders oí posteritj, it cannot be defended on the 
grounds af either eqaity or morality. The expenditnre neoes- 
sar; foi tbe conatruútion of r^ways and other useíul pnblio 
workB, and even tbat foc natioonl defenco, might be reasraiably 
sb&red by poslerity, as their adrantoges will likewíae be. 
Loans amortizablo at long dates, or oven not amortizable at all, 
for Euch objects appeac reaaonable and lygitiniate when no other 
resourceB are iimnediatelj available) bttt to attenipt to saddle 
future geneíationa with the borden of our own oxtrav&gance or 
incompetenee ia not onlj unworthy of a great and wealthj oom- 
010011;, but alEO aliuust invariably faila in ita object oud in- 
Btead of Bbiftiug the burden jnerelj perpetoatea it, without any 
proportionate advantage to thoae that oontracted the origiiud 
debt. From 1861 in 1393 the som of EB.251.5O0KX)at expended in 
liqnidating administrative defidt is, exclusive of the cost ot the 
Paiaguayanwarandtbat of railway conBtructÍon,cepreaents8.4/6 
of the agrégate valué of ordinary revenue for the same period, 
that amounted to Bb.2.964.055:S1B|; ao that by simply inereas- 
mg taiation in thia proportion and balancii^ expendituie and 
revenue, 30 "¡a of the total debt might have been entirely avoided 

The ooeffldeat of tbe inte rest of tbe debt in 1893 TCaa Bb.2}021 
gold per capita. Deducting 70 "¡o for tbat part of the debt admit- 
tedly unavoidable or advantageouB, the, balance of Be.OiGO? per 
head reprosents the inorease of taxation tbat has to be met to 
satixf; the service of tbe debt contracted for liquidation of 
déficits, and is preciselj 8.6 % of tbe valué of ordinary revenne 
for 1893. In other worda it is almoat exactly equivalent to the 
incrcased taxation that wonld have eufficed to liquídate all 
ordinary eipedditure without the necossity of inourrmg any 
debt at all 1 

The Brazilian peoplo have, therefore, been patiently paying- 
away immouae suma only to flnd themaelvea at laat in almoat 
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preDisely tlie «ame position as if the debt hoA t>ecn annnalty 
liqnidatedbj increnBedtaiation in lienoí loans, but íftdtUed ia 
addition witb a permanent borden of debt tbat ntvit aJeo be 
paid off gome time or other. 

TMa Dnexpected reenlt is cbieñy tbo efFoct of tbe einp]oym(mt 
of local capital, and would not bave ocourredhad foreign capital 
been Bubst¡tut«d. Ad íntemal toan decreaaes productivo capital 
and eauaea a. fall in tha pricía of lobour and rate of profita. 
In rapidly doTeloping eountriea sucli as Brazil, wberB tbe 
demand for labour íb always in bícübs of tbe aupplj, tbe loas 
will fall almoKt eicluaivtl; on tbe pr(>fita of capital andexerciae 
an aliuost idcníical cfrttt as actually taking tbe whole Bum 
required by taxatiun during tbe year, witb tbe difforence 
tbat in thi3 case no pernianent debt would bave been con- 
traoted! 

Stewart Mili, in bia Principies of Political Econumy, drew 
nttention to tbe comparative dieadvantajre of raiaing money by 
loan instead of tbe taxatiun of wbicb tbe facta and ñguree 
just ({uot^d afford aucb a notable conñrmatiun. Tbe principie 
advocattid by Mili has obtoiiied a general approval, tholigh 
few Nations, wíth tlie ezception of O. Britain and tbe ü. Stat^a, 
bave bad tbe couragc or tbe energy aufficient to put it into 
prautice. 

In G. Britain it baa loag been tbe rule tbat all national 
turrent oxpunditure, of wbata?er kind it may be, must be paid 
by tajifttion, and tbat tbe debt ahall not be increased t-KCppt in 
caaa of a great emergeniiy. 

In tbe U. Statea tbe principie Has been carried yet further, it 
being tbere decidod to pay off a¡l iiabilities paat and pre- 
aant bylajtation. In 1865, at tbe cloaeof tbe great Eebellion.the 
debt aniounted to f 2,756,431, 571 dolUra. Tbia enormoua debt, 
oontraotfld ainioat entirelj to detray tbo expense of tbe rebelliun, 
baa been reducid jn 31 yeara to SI ,780,480,669 in 1894 ; and will 
be probably paid oS altugetber in the uoiirae of another 20 
yeara, almosC entirelj by tbe aame generation reaponaíble for ita 

Déficit and debt, debt and déficit puraue eacb otber in a 
vicious and ever widening circle, from whicb tbure appears no es- 
cape. Without apparent origin or finality cauae conl'onnds itself 
witb cffect, untíl effeut aeems to be ita own cauae ! 

Enquire; wbat is tbe canse of déficits? The anawerwill be 
foreign debt and tbe fall in eichange. Reverse the question: 
and enquire the causo of tbe fall of excbange, the anawer la 
deñdta and debt ! 
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No e«np« from each a circl« pxoept bf ctitting it, a« Alexuidei 
did thc knot. 

Lcaving ont of coníideration the question of origin, let lu 
exUDÚi^ the causea that contribate to petp^tnate and exa^^' 
gerate defidlA. 

If ít is Imetbat withoat déficits there wonld haré been! 
convertiblB papcr-money, and, conFeqnently. no depreciatian, oí 
cnrreDCT. it is equally certain Ibat the £aU of exchange is % 
canse of theír perpetnation. 

Analyzing tbe ocigin of déficits it vill be fotmd that tbe ei- 
cesí of eipenditure oTer ordinary rcTenue has becn caiued 
chiefly by the depreciation, and onlj secondarilv by the abeo- 
lote ÍDcrease o( expenditure. 

Tbe total losa dne to the depretiation of the carrency, or fall 
ot eichanf^, for the períod 1860-1893 amonnts to su ag^re^ate 
ifalue of Ea.795,107:006í corcencj, equivalent to 75.3 ° , of tbe 
aggre^te valuó of déficits (Ks.l,D55, 153:4% cuireDcy) for the 
same peñod. Ofthis loss, howeTer, oni; Bs.225,842:30u; or 21.4 */., 
corresponda to diCFerencea of excbange on the foreign eipenditnre 
of tbe State, the bahince of Ba.569,264-.804f , or 53.9 ,. °, brang the 
eieluEive reenit of thedepreciatioQ of revenae opcisted bythe 
practiue in vogne of recovering dnties on importa in carrency, 
«hilst tbe appraisementSiOn wbich theirvaloe ib based, are in gotd! 

In conseqiieDce of this mischieroos system, whílst tbe real 
valué of revenne decreaaes with the depreciation of the cnrrency, 
tbe valué of part, at leaet, of the expenditnre, that for foreign 
charges, remains constant; and, even if the coet of local ex- 
penditure did not likewÍBe incceaBe ¡a conHeqlience of tbe general 
rise in prices, the equüibrium of the eatimates mnat thereby be 
disturbed and déficits become inevitable. 

To arríve at any oorreet eatimate of probable expenditore 
onder such circnmatanceB is imposeible. The diffiuuíty oí fop- 
Heerng the conrae of exchange malíes it impracticable to ta£o 
thia important factor of tbe ultímate valué of expenditnre int« 
anfficient consideration; conEe<[ueiitlj, déficits mast be the rule 
Bo lung as exchange continué to fall. 

That thiels ao scareely demandH proof, il saut aux yeux, bnfc 
if furthercoufinoation were necestary itis amply affordedby the 
glatistiCB of déficits during the last 35 yeacs. Durin); the three 
periods of TÍGing exchange the average annual nominal valué 
of deflcite waa onlj Bb.1 5,039:813$ currency, and during thoae of 
falling exchange £a.47,589|825$. If, tharefore, the fact thatex- 
change has been steadllj falling for 20 years out of the 35 is 
properlj appieciated, it will not reqnire aiuub perapiuaoity to 
comprehend the annual recurrence of deficite in the estimates. 
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The eztrBordüiar; eipenditaie on BCCinint of the Purs^ayan 
war maVea any comparíson oí eipeuditnre difficultíorthe dif- 
f erent penoda, evvn if alionante ¡a made íoc this ítem. 

It is evident, howeTer, tliat thero has tie^n a considerable 
increaee of expenditure since the period 1861-1S69, whether ít ia 
appraiaed at ita real or nominal valué. 

The coeffiaient of the nominal valué of eipendilure for the 
peiiod 1860-64 atoodat Ee.6i636ciirreDc;perhead,aiidinoreaBed 
174 "/o to 141334 dming the war ; at the conclasion of the war 
it fell to 11S737 in the period 1670-75, rising a^in to 19(552 in 
1893. The total nominal inciease of ezpenditnre aince 1860-64 
vos, therefore, been 194 °/o,which it it were real would constitnte 
an enormouB and ínaupportahle increaae of fipcal burd<!na. 

The atndy of coinparative taiation and eipenditure for dif- 
fertnt períoda can be of little use bo long as it ia basad on a 
variable ralue euch as the inconvertible ctirrenL'^. To compara 
the taxation of one period wilh another, nominal valnos muat be 
raduced to the iinifonn gold standard. 

The rea] or gold valué of the ezpenditure per head was 6(413 
in the period 1860-69 and roae to Rb.9í981 in 1893, aa ¡nereaae 
of only 65 '■/i, coropared with that of 104 °/o in ita nominal valué. 

In the 2nd period 1865-69 eipenditure, owinK to the extra- 
ordinary outlay of the FaraguAyan «ar, took a great lenp, in- 
ereaaing suddenly 73 ■■/„ from Ks.6.í473 to Ra.llf 122 gold per 
head, an increaee thatwaa tobeexpectednnderthccírcumitBncee, 
but which, at the cloae of the war, was never wholly recovered, 
exppuditure íalling in the neit period, 1870-75, to onJ j Bs.lOS- 
808 gold, and continuing to tÍHi? again untU it reached the maii- 
mmnof 11Í803 gold in 1886-1889; and shona how much more 
simple a matter it Íb to inorease expenditure, than to reduce it 
again to ita normal levet. 

:e of 55 % in the rpal valué of expenditure, amall 
impared withthenfiminalincreflBeof 158%, would 
ot linhearable, at least Hitreniely ir!.some unlesa 
L soné manner. This was accomplished for a time 
mple method of tranrferring part of the burden t« 
osterity in the ahape of loanB. 
:o onlinary revenne, we flnd that ¡í appraiaed 
I nominal or oTirrency valué, there haa been an almoat 
unífomi increase equivalent to 168 % from fhe period of 
1861-1864 that of 1890-1893, when the ooeffieientí were 6f034 
and 16S194 per capita reapectively, whilst expenditure haa riaen 
atül more, or 194 %. 

Thiaapparent incresae of revenuBjandconaequently of toiation, 
ia, however, almoet pnrely nominal; :n reality it is much leas and 
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Ulnatrates thc Horthleasness of comparÍBonE bctween Toloea that 
rary with every oscJUatioQ of eschinge. 

The real ralue of receipta per head for the perind 1860-64 waa 
5Í816Bold.and cose only 16.6 per cettt.to 6*898 gold In 1890-93,ia 
lien of the increaae ot 168 per cent,, showu in their nominal valué. 

The real valué of Revenue and taiation has, with the HÍn¿lo 
eiception of the pariod 1B65-1869, alwajabeen greater during 
the periods nf riaing than during those of follingexchange. 
For the threo periods of failing eichange thB average annual 
valué of TGvenue vaa Bb. 7Í191 gold per head, and dnring those 
of riaing eKchanHeRs. 81302 gold. 

If, however, the first two periods be eliminaled, un account 
of the extraordinary eipenditura of the Paraguayan war, and 
eomparisouB limited to the poaterior perlada, the result Ü 
even more Btriiing. The aíeiage cevenue and tajtation is thea 
only Ka.7í936 gold for two perioda of falling exchauge, againat 
9(545 gold per head for thoae of riaing exchange, a diSerenoe of 
20 per cent, in favonf of low ratea of eichange. 

ThiB reduction ot the real valué of tasation muat torrespond 
to eitheran increase of defititü to he luade good in the usual 
manner bj loana, or elae toa poaitívo reductiou of local eipendi- 

The periodfi during which the real valué of reveuue was giuat- 
eat aro thoao of 1870-1375 and 1886-1889, when exchange rose 
rapidly to par, and the average ooefficieutB were Ea. 9(092 and 
Bh. 9Í998 reapactively. ITie coefficjent o£ revenue fall to 6$898 
goid iu 1893, a ratelowerthan that of anj previous year with the 
single exception of 1895 since 1870, although its nominal valué 
estimated in cuneucf had iíeoq to the higbeet rate yet attained. 
Es. 19Í532 curreaey. 

The fact that revenue, and conaeq^aently taxation, hava di- 
minished, provea little if the decreaae ia only the reault of 
inaufficient taxation aud of the liquidation of deñcita by loana; bnt 
if the ahrin^ge of revenue ia accumpanied by a aimultaneoua 
shrinkage of expenditare, it may fairly be conduded that a real 
economy has been effected in adminiatration, 

The coefficient for tbeperiodaof falling eicbange posterior to 
1870, (the cloae of the Paraguayan war) wa3 Ra. 10Í026 gold 
per head, whilat duiing the Iwo perioda of risíng exchange it 
waaEs. Ii;071 gold. 

The actual eipenditure per head in 1891 waa Ra. e!340, and in 
1893 Ra. 8Í319 per head, a rate that, with the Binóle eiception 
of 1885, repreaents the lowpttt rat« of taxation for any year aince 
the commemzement of the Paraguayan war in 1864. 

The coefBeient of expenditnte waa Ea. 13f064 por capita i 



1889. the hig-hest rato attained with the exoeption of 1687, and 
faU frraduaUy to Es. 81330 in 1892, ftnd R». 8Í319 in 1893 a re- 
dnotíon oí 36% . 

Aa it ia notoriouB that ainoe 1889 the general national ei- 
pendituie hoa not been eurtailed but rather inoreaBed in volume, 
whilst toreign expenditure hoa alterad but slightly, thia 
ecoQomy of 36%., in tKe real expenditnre of tha Natíon can 
only resiilt from a poaitive rednotion in the real valué of the in- 
temal looal ontlaj, aad ia the conBequouce and the differentíal 
riBeofpTÍceH¡ in other words, although paying' higher prioea if 
eitimated in ourrency, the purely local eijiense of administration 
ia efíeoted at a greatlj reducid valué ! 

Ever; time eschange falle the nominal coBt of the admisiatra' 
tion Aust rÍ3e, taxea increase, and the crj for eoouom; goea np 
to heaven i 

If the giatoitoua advisera and advocatea of economy had 
atudied facta, thef would not, pethapa, havo been so ready to 
hunt up marea' nosta and recommend impossibUitiea. 

Let US iastitnto a compariaon between the actual ñnanoial 
sitnation and that of 1889, the jear that ia loohed back on with 
general ' san-ladea ' aa the golden age of Brazilian finasce. Fer- 
haps, after all, the reviled preaent wül leeult not to be ao black 
as it ia painted, whilst aome of the gilt may easily be rubbed 00 
the halcyon paat. 



Total Expenditnre in 188». 



Service offoreignloans National Es. currency 

gold loana and guarantees \ 33.079:037$ 

Intereat on the intetnal debt 

pajable in enrrency (apolicea) 19.079:669$ 



Total valué of fiíedpayments... 

Other foreign Goverment Ex- 
pendí turo 

Balance available Íor all other 
local Expenditnre 

Total expenditiue; Exchange 
27d. par; 



51.158:706$ 

5.000:000$ 

130.007:7538 

á.l66459t 



19.079i669$ 

51.158:706$ 

5.000:000$ 

130.007:753$ 

186.166:45^ 



Total Espenditnre In 1S&8. 



Service of foreign loana, Nutdona! 

gold lonns and guaranteea 

Interest of tha Internal debt 


Ea. curre oey 
78.259:063* 

13.330:7891 


Bb. ^Id. 
33.333:095$ 






Total Talue of fixod payments... 


91.589:852$ 
23.'t78:909( 


39.022:011$ 






B^ance available for aJl other 


115.058:761? 
183.790:132$ 


49.022:011$ 






Total Bxpendjture : Exchange 

lliS<¡ 


298.858:893$ 


127.292^58$ 



In 1889 eícliang^ Btood at par and, conseqnently, real and n 
minnl valúes ooincided. In 1893 it liad fallen to 11¿ pence. 

If theu all prices liad riaea tmiforinlj' ia tbe same proportion 
a that oí bullion amd exporta, the cost of the purely local ex- 
r fenditure, exclusive of all fixed paymenta, rauEt liave alao riaen 
I proportionately, by 134.47., and froiu Eb .130.007:753$ in 1889 
to Rb.304.738:173Í currency in 1893. In realitj, however, local 
expendí ture of tMs clasa did not exc«ed Ba, 183.790:132$ 
onrrenoy, and the difCerence can only represent a poaitivB 
econony, tbat has been brouglit abont by the inSuence of tbe 
differential rise of pricea on the coat of admínistratiou. In 
othor words, wbilst the nominal or onrrencj cost of all 
foreigTi expendituie has risen 134.4"/., that of purely local ex- 
penditure not compriaed in fised paymenta has increased only 
41.3 per cent ! 

With the beat will in tbe world to ecoaomiie there are oer- 
tsin fixed paymenta that adniit ol no reduction. The aervice of 
the foreign ajid intemal-gold debt exacta the same real valne 
Viten exchan^ ia aa 10 os at 21 pence. Consequently as exchan)^ 
la the comió»! cost of itn ser vice muat increaae proportíonately. 
'n 1889 the burden of flied gold paymenta on account of loana 
pand guaranteea amounted to Iía.32.079í)37S gold, and rose aUghtly 
f toEa.33.333;095iin 1893, or only 3.9 per cent., wbilst the ratiooE 
fixed paymenta to total expenditnre bad riaen from 17 to 26.1 
per cent., whích, unlesa compensated in other waya, muat uecea- 
sarüy have resulted in theoomplete disorganiaation of the flnan- 
dal equilibrium. Aa exehanga falla either taxation and revenne 
miist be inoreaaed or local expeuditore mngt be diminiahed. If 



revenue remained tha aame, for example, and exolian^ fell t« 3d. 
the ooat of the gervica of fixed gold burdens would abwrb Ihe 
vKeUaf the reumue and leave noihing ut all/or local ewpenditure ! 

FoTtunafely, the notable and BÍmuItaneoile decrease of the real 
valué of the aervica of the intemftl debt payable m currenoy 
(apolicea) afforded in 1893 an appreciable and iniliapanaable relief . 
The ahrintage fcom Ra. 19.079:669* gnld to Ra.5,688:916S of 
thÍB elaas of flied chargea was in part due to the oonversíon of 
a large qimntity oí 'apolicea'intointemal 4 par cent, goldbonds, 
bat chiefly to the depreciatian that the f all uf exchange operated 
in the real valae of their Berrice. For thia reaaon the real va- 
lué of fixed eharttes in 1893 ahowed an important reduotii^n (rom 
Ea.51.158:706t gold to Eb.39.022í011Í, which would have been 
Htill more acoentuaMd but for the fatal uiatake conunitted in 
1891 of oonverting ourrency into gold bonds, 

The retuma tor other govemraent eipenditure abroad for the 
year 1893 not hftving been obtainable (in EÍo Grande) they have 
been appraised ftt the same rata aa for 1891, at Ra.lO.OOO.OOOl 
gold which Í8 5J per cent, more than in 1839 ; 

Dednctin^, therefore, the vnlue of all foreign ñiced payments 
trom the total eipenditore there remained a balance over in 1893 
of Rb.78.370:957Í gold, »hich raust have auffloed to liquidate all 
other local eipenditure of every deaoriptioa, unleas part remained 
unpaid, That tilosa of eipenditure demanded in 1839the disburse- 
ment of Rb.I 30.007:357$ gold. If, therefore, it vas satiafítid ia 
1893 with a diabursement equiíalent to only R3.78.270:957| gold, 
and the voliune of the paymenta it representa had remained the 
aame, their valué muat have experienuad a correaponding depre- 
ciation, 

One of two concluaionH ia therefore inevitable, either the rat« 
of eipenditure in 1889 waa oiceaeive, or in 1893 it waa insuffi- 
cieot. and a real eoonomy hoa been effected. 
Taxation, however it may be levied, whether in gold, or ourrency 
or in kind, equally repreaenta the amonnt of labour that ia eiau- 
ted by fiscal necesaities from each oontributor, If, for example, 
in 1889, when eichange was at ]«ir the State demanded the equi- 
valen! of ten daya' labour per anniiin. that yielded an aggregate 
valué of KH.186.165:5e9í in gold, whilst in 1893 it only eraeted 
labour to the valué ofR9.I28.292:968í,it is clear that, if the valué 
oflaboar has continued constant, ñscalexigenciescoaldbe satia- 
flad with the sacriñce of only 6-1 daya in lieu of ten, and the dif- 
ferense would represent a real and poaitive remiaaion or reduction 
of the barden of taxation aa regarda the maas of uontributora, 
though it would not affect all alitte. 

a, un^oubt^id;^, whftt hag Is^en pUí» ¡B prnctioe ; Bome 
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gl&in and othera loae bj everj oscillation in the vnliie of the 
Onrrency, but the effect of a reduotioD in tlie real or gold valué 
of national eipenditure oan only be to reduce tbe burilen of 
taxation as re^rda the maga of contríbatora. 

The alaaa that muat aiitfer moat from a faJI in exehan^ ia 
that of creditora, ospecially the holders of State aecurítiea pay- 
able ¡n currencj, the nominal valne of vhoae resouroea remaina 
constant vrhilet taxation and expenditure havo augmented. The 
tecipienta of fíxed of&ciol incomea wonld folloír neit, and tfaen 
with a oonaiderable intorval ocrtain claaaes of wa^a, (rliilat 
exporta and the protoatod indoatriea wonld gain what the 
othera lost and more atUl. 

The local expenditare of the Nation oompriasa ohieHj disburae- 
ments for public works, the purohase of merohandÍBe and atores 
for aupport of its dapendanta, bnt principally of wagea and 

Economy in the Srst ítem oan only be limited to abateution 
for the fnture from fresh undertakinga, as tlie works actoally 
in oonatruction are nioatlj contraoted-for and cannot, therefore, 
be abandonad or postponed withnat heavy loiis. Which of the 
two remaining iteuia would the Economista at any prit» then 
Belect for redaetion P Snrelj not official wages or salaries, whiuh 
alreadjhave to make 78J goaa far aa 150$ didin 1889, and appear 
to have auffered enough for fche good of the conntry. Tbere on!j 
remaina, then, to sconomize on the efitoienoy of all the public 
service by atinting it of indiapenaable accessoriea, or on the 
linnger and thirst of the serrante of the State. Let ther<i decide! 

The Bopnblio has been accuaed of niany things, and extrara- 
gance amongat others, though faots do not yet bear out the ai 
onaation ; ñor does tho reduction of taxation to a lower real rate 
than has been the rule for 23 yeara, with one aingle exceptioi 
rodound grefttly to íta diacredit. 

Thoee who limit investí gationa to the coneideration only of 
nominal valúes and of the rates of exohan^, will be snrpriaed to 
leam the; B,re better off to-day, becanse the govemme 
the country is carried on at a muefi teis real eoat, than in 

To raiae eiohange to par, aa was done in 1886-89, ia a simple 
matter if one has gold enougli ! To fceep itthere is another 
matter, beyond the unasaisted power or ability of the wilii 
financier t 

It may be objeoted that the reduction in the real eipenditi 
is entirely fortaitous, the resolt of the accidental depreeiation 
its valué and not oí any initiation on the part, of the admi- 
niatratíon, and that if exchange were to go ap again to par the 
eipenditnreincinTenoyffonldremaintbe dame, and, con'iequontly 
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n both ¡ts real and notuinal vahíe 



compared with that of 1889. 

ITiÍb ia not, however, quite correct, or nend not be aoifthe Go- 
veramant limited ita eipRoditiire to its proaent objeuta. If, for 
exomple, exuhange vera to rise te par, bo Haddenly ar, to admit of 
nofall in pritoH, there wmild be a reduotion in the eurrenoy 
equÍTalent of part, ajid an increase in the gold equivalent of the 
reat of the esp*nditiire, so thot the tetal would then be 
E8.24Z.730:452|, in place of llfl.l86.166;459(, as in 1869, and iden- 
tieal ia both gold and paper. If, however, exchanffe rose slowly, 
Hs it OBoally does, all priiiax must fall again in a atmilar manner 
te tbat in which they had previously rÍHun, and the coat of 
purely loual expenditure nould be reduoed again to the no- 
minal valué of 1889, when it waa 130,007:7501- In thia case 
the total expenditure would be only Ba. 186,671: 6831 in both 
gold and Gorrency, and almost identiratl with that of 1889 in 
epito of the increase of the foreign debt and of other gOTem- 
ment expenditure abroad, that waa almost counterbalancctl by 
the reductioD in the rate of interest und amortization of the 
foreign debt effected by the conTeraion loan o( 1889-90 and the 
conversión of 6 % 'apoUreí' inte 4 °/„ gold bonds. 

Proctice, unhappily, belias tbia theory and proves that local 
pipenditnre in lieu of decreaaing, as it onght, when exchan^^ 

la the thaory, thereforo. falae ? No ! what ia wrong ia the 
method of govemuiont, that reveraing the tendency of Nature, 
which ia eaid to abhor a vacuuin, cannot boar te comtemplate 
a BDTplas witbout longing to apend it I 

Qovemmenta, it istrue, cannot preveutprioea from riaing when 
exchange falla, but uaM and do prevent part of them fiom 
falliu^ ngain when exchange riaea, by refuaíng to reduce the 
rate of wagea and expenditure te ita right level. 

The increase of expenditure ia simple and pleasant, and to 
a certain degiee mechanical. ita reduotion ¡a diScult and dis- 
agreeable. 

Some balance must, however, reniain over in conaequence oí 
even a partial fall of prícee, but GoveninientB quickly discover 
new necesflitiea, and the appetite for spending qai iiiení en 
mangeant not onlj quickly geta ñd of any exocaa there niay have 
been, bnt aetually obligea them to borrowor ¡norease taitation to 
gpend more ! That ía how deficita are perpetuated, and why 
eichange ¡a more often f alling tlian riaing. 

When Bxchange falis expenditure must be increased to meet 
the depreoiationi and when it riaea agaiu te Batíflíy the demanda 
of Progresa 1 



AiiiiiiHl E\ppiiiliturc 
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BS. CmiBENCT 


Eb. cub 


BNCT 


1861—1864 


54.301:750$ 


6S&36 




1865-1869 


126.S94;311Í 


141384 




1870—1875 


118.743:3061 


ní737 




1876—1885 


148.944:9118 


12*234 




1886-18S9 


178.406:0Mt 


12*858 


«1 


1890-1892 


254.812:6015 


16*273 


n 


1893. 


293.858:893$ 


19*532 





Thia table is aloqaant, and provea that we have not eiag- 
gerated ! Only one aolitary rednotioQ oE espenditare has oc- 
oarred in 35 yearaj and that an inanffioieat one, (or tha period 
Bncoeeding the Faragmayan War ! 

Portunately ejcchauge ia not likelj to go to pai" formany 
jeare, and we may thua be aaved at least f rom the addition to 
nonnal expendituní that a repetition at the ' oriaia of progresa,' 
and of the 'eojilhamonto' wonld inevitably créate. 

The financial auccess oF an Adminiatratíon should be gaa)fad 
not by the comp^ratíve increase oF nominal taiation and re- 
venue irhen exchange Falla, bnt by its reductioa when it íb 
riaing. Jndged by thia standard fewot the nnraerous govem- 
menta aince 1860 would escape cenaure ! 

Inatead, tben, of shntting the door when the steed has aped, 
and howling for nn impoasible economy when exchange goea 
down, let as pray for lesa ahoddy progresa, and inaint an more 
real economy when it begina to go up again ! 

Betuming to the consideration of the Míe noir, Deficita, it 
will be aeen that theír origin may be resolved into: — 

Eieessiye Eitpenditare 23.6% 

Differencea of eichango,. 22.7 % 

Loaa of revenue from duties on Importa due 

to f all of exchanga 53:7 % 

More tban half the déficits aince 1860 coutd, thereFore, have 
been avoided entireij hy the recosery of duties on a gold hasia. 

Tilia ia not disputad, and has, in fact, been eitensively treated 
in the report oF the Ministry of Finance For 1891 by Dr. Ruy 
BaihoBO, but, in apite of the oon-aenaua oF opinión on the anb- 
ject, there appears to eiiat an ioBuperable and ineiplicable re- 
3 the coUeotion of dntíea eithnr in g^lá or wbat 



woiild be bettur, in 

done in BaenoB Ait 

The following e 



pnper at thc current rate of exuliange ai 



tract frnm the report of a parlianientary 
I on thia snbject ably demonatratea the ne- 
ceeaity of placing the principal aource of revenue on a stable 
foútiC);. 

"Onr Cnantry íb h'ke ü colonial estíite, Without manufai'.turijig 
induBtrita it can only oiport the produots of ajíriciilture and 
raw raaterialg, which it receivea a(fain aa mainif actores of douhle 
the valué. It likewise exporta specie, not oDlybecauBB we are 
oblif^od t4) Butiefy the intereat on onr foreign debt and on the 
fore¡)(ii capital employod in the conntry, hut alao to aupply the 
heavy expenditure of onr oountrymen living in Europe, parad- 
ingtheir abaenteeism and idleneaa. Por thia there ia no com- 
pensatioD, beoause the forei^or doea not come to Brazü to 
Bpond hiaincome ¡ on the contrary, by painfnl eiperience we well 
tnow what foreign capital employed in the conntry has coat us. 
Under snch circnmatanoes no oonntry ehould import mora 
thsn iteiporta. To it the oíd theory of the balance of trade 
mil«t l¡e rigoroualy applied, onpleaaing na it muy be to our 
economiatB, more converaant with Enropean theorioa than ob- 
Borvant of facta. The adminiattative Sooialiam that eatablishes 
induatríea in competition with prívate undertnkinga and with 
no reaponsibility aa to their reaults, employing for thia end 
the capital of the people, ahsorbing deponila, and raortgaginff 
the fntnre, eíeroises n pemioiona influence on the económica! 
sitnation of the conntry. The ontiy of the govenunent in the 
market as a taker of exchange, withont f oresight or conaideration 
forthe necesaitiee of the market, constitutea a pertnrbing ele- 
ment so evident that itraquirea no demoaatiation. The foroed 
cnrrency ot paper-money — the emÍBaion of which dependa on 
cirenmatances inipoBsible to foreBee,iii view of the oonatant fear of 
andden íncrenae of that circulatin^ mediiim wbich banishea n^al 
money without the aabstitnte poasaHaing that spontaneoas 
elaaticity which is indispensable to the commercial regiüator — 
ÍB in itaelf a danger and diacredit, Let ns point out one of 
the piincipal anomaliea of thia ay atem that haa not, hitberto, 
been properly appreciated. 

Imported goods coat the consumer their coamercial valae 
(prime coat) pluí the coat of deÜTery and cuEtoma' dntiea. The 
firat Ítem ia anbject to difTerences oí exchange, beoauae it ia 
payable iu ourroncy. If exchange fall the ñrat ítem increaaes 
but the latter deci^eases in a aiinilarproportiOD, Conaequently, 
themore exahange falla the lesa the duty paid on importa in 



proportion to their oost will be, and aa the valué oí dutiea ís 
nearly 50 per cent, oí that of tbe ^oods tlie diSerenoe ia veiy 
considerable. 

To take an eiample, Certain goods that cost ^1 are aub- 
jent to a duty of Bb.4Í444, or 50 per cent,, payivblo ín papor- 
raonej at the rate of 27i1. exchfln^. If exc-hange foll to IBd., 
thBBo goodfl would cost 13Í333 and irtili coutinne to p.ty only 
4(444, or 33.53 per cent., ivhen they ahouldjinorder tooorreapond 
with the 50 pee cent, rate at wkioh thay are nominally taxed, 
pay 6Í666 ! 

Thia ciroamatancB offera a wide macgin to Speoulattott ; 
thua becomoB profitable to tho importer to paj the datiea at a 
low rate of eschange and remit at ahíglirate. The importer, 
eonBeqneatly.payB inadvance the valué of the datiea ifeichange 
ia low, buying the depreGÍatedpapeirrequÍBÍtB;and when a tei 
denoy of eichanga to rise ia obaerTable, he reiliits, thns countei 
aeting the tendenoy of ezchange to impcove. Tlie only means i 
remedyinj thia stato of thingg ia by the oompetition of looal ii 
dnatries. Theae, iiiiforfcu,iiatoly, are insigniflcant, and in consí 
qnence the conaumor ia cmstantly the viotim of speculators, an 
the oacinationa of exoliaage dependent on and created by in 
portera conetitate a danger tliat maiutaiiiB our whole commeroe 
in alarm. There ia bere a regular pathologicaJ circle ; the de- 
preuiation of exchange doea not reduce the ímportation of foroign 
gooda in the proper degree wbon importation is inoonv 
and exporta insufficiont ; on the uontrary, importa theit recfÍTe i 
poaitive stimulua on account of the reduction that the fall ai 
axohaoge opemteta in the real valué of dutie!<. From thia apringa 
the necesBity of taking fnrther exchange for payment of the 
excessive goods imported, and, oonsuquently, a freah fall of e¡ 
ohange. Moreover, aa the Governinent must eootíane its paymenta 
abroad, receiring papar and paying gold, (the itoin differeaces 
of exohange incTeaaea daily in our eatiraatea) ita aompetitioli 
in the ezcbange market, when convenient to the abatention 
of other tafaera, ís a commeroial calaniity. The coat of mer- 
Ghandize onght to regúlate ita conaumption, bat in order that 
it ahould do so it íb necesaary that the ooat ahuuld be pro- 
portioned to econoinical circonistanceB. The difference we 
ha ve pointed out disturba thia proportion, and, moreover, createa 
a médium favourable for apeoulation. In addition datiea on 
exporta are recovared in percentagea of Che marlcet valué, tbat 
ia principally rtígulatoJ by tlie rate of excbange. Prociaely 
wliea importation ia moat im^^nvenient the Treaaury favours 
it by recaiving invariably tho aame aniouat in depreciated our- 
rency, and participatea in the profits of prodocera, that then 
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receivemore papar-money. Thía is the same as teoovenlufduties 
on importa inpaper and on eiporta ingold. We believe that thiB 
anomaly ia one of the cauBoa <if tha fuilure ot our automatic regu- 
lator. The meana to obvíate it appear to be tlia recovery of all 
dutiea at par. U tiiis were done importa would then nxactly obey 
the requirements of the niarket, nnd woiüd be restrieted exnctly 
to the nieaiiB of payment. OBCiUations of eschango would be 
leduced to regular and detenninable canees, eepeciallf if the 
Qovernmeat wece fo terioualy uBdertake to balance its revenuo 
and eipenditurií withont incurrisg new loans t« satisfy ordi- 
nacy expenditure, and.were tflabandon all attempte at improve- 
ments of doubtful utUity. 

Applying the ercess of revenue derived frora diities to the 
enbstifcution of the paper currency or eiaoting their payment iu 
gnld, forced currency would qmotly cease." 

ThiH really able document recspitulates in a few worda the 
principal factoraof thedepreciationottheNationalCnrrenoy.and, 
wilh the exception of cflrtain appreciationa of cause andeifect 
with which it íb impúBBible to ngree, are in Bcoordanoe with our 
previouE cono] UBÍons, and especially bo aB retarda the injury that 
the cnstom of recovering dutiea on importa at their nominal 
iuetead of their nal valué inflicta on the revenuo. 

If , however, al! cfluntries were t^i follow the adrice oí the pro- 
tectioniatfl and produce all they requirtd at honie and abandon 
the eonsumption of wbat they cannot produce, they coald 
neither eiport norimport anythin^ at all. 

No eountry can import for any ienglh of time more than it 
exporta. Tho free-trade doctrine that has caused so much mia- 
nnderstanding, and that pretenda that the eountry wbich, like 
Entrland, importa more than it exporta ia the most prosperóos, 
mnst uot be literally nnderstood to mean that the souroe of proa- 
perity is the actual eicesB of imports ofer esperta, but rather 
that tbe faut that it can iniportiuore thojí it exporta ia aproof 
that it haBother resourcea beaideamero merchandize withwhioh 
toliquidate the balance. 

The iniaunderBtandiiig iadue to a ni¡B-empIoyment of terma. 
Exporta and importa by loog uaage are terma limitad to mer- 
chandiie, but ahould properly indude every kind of valué, in- 
cluding buUion, securities, and proroises-to-pay of every deaorip- 
tion; if thia were done the theory of the 'balance of trade' would 
be unexceptionable, 

It ia true that neither Brazil ñor any other eountry can long 
coQtinueto import more than can be paidfor; but before inveigh- 
ing against the practice would it not be nell to make sure of 
the factaP 
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e foretroiiiff report a» totlie effeotaof 
'p mustj, hi>wever, take excepticm ab- 



To tLe observationB ir 
Bpeoulation. in eichaní^ 
Bolatelj. 

SpGoulation.aawestftUliave ocuaaion to show Ínter on, can af- 
fect no permanent alteration in the valne ot the cnrrenoy inde- 
pendectly of Hume [«al causs. 

If, then, the impaiter, who havin;^ paid the dntieaoa hía im- 
ported merehandlzB at a low rate of elchange, waita until es- 
change goea up before lie remita the valué of the ^aods, he will 
therebf have refrained from iuoreasing the demanil for billa in 
the meanwhile, and either have cooperated in thia manner in tlie 
rise or prevented a further fall of excliange. If when exchan^ 
goea up be entere the market aa a toker, the íncreaaed deinand 
will tend to lower exchange again precieely in the same ratio as 
hÍ9 abatentioa had preyioualy tended to raise it. If, forseeing 
some real cause for as improvameiit iu eichan^, Buch as a 
foreign loan or iuerease o( exporta, he waits hia opportunity, lie 
wül bnt gaiu by hia auperior prescience an ad^antage that wUI 
be common to all in the general appreciation of all ñxed valoes 
that muat ensue, Aa, howe^er, eveu inLportera are not omni- 
acient, they aa often make luiatakea aa not, and if excluuige 
were to fall inatead of riae, they will bo injurod, not only by 
havingpaid tbeirdntiea at a higher rate than othera, bnt also 
by hnving to renait at a lower rate of eichanije. 

Another oirumatance baa been overlooked. Even the reoovery 
of the whole of tbe duties on importa in gold ur at par exohange 
would not entirely destroy the advantag^ conferred on importa 
by a fall in exchange ; becaase, as has been already pointed out, 
the purely looal part of their coat, even exclusive of duties, doea 
not incToaae in the same ratio as the price of bullion and of ex- 
porta; and, consei^uently, unleas there were a positivo and propor- 
tional real lívcreose of dutiea erery time eichange fell, the deroand 
for importa would atill continué eicesaire and wouldnot obey ei- 
actly the "capacity of the n^riet/'orbe "restricted in anexact 
ratio to the means of payment," aa the Commission imagined, 

With respect to the application of the eicesa of reTonue anti- 
cipat*'d from the recovery of duties in gold no objection can be 
made. Of «rarse the redaction of the q^nantity of paper-money 
in circnlation by these orany othermeauB inust proport¡onat«ly 
iniprovB its valué. It is, however, curious to observo Dr. Kuy 
Barboso endoreing an opinión whiuh a few pages back he so 
energotically oombatcd. It ¡a not, however, with the method 
of application of the pi'oduut uf stich a virtual ínci'ease of duties 
with whieh we have to deal at preaent, but nieroly with its effects 
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on the valuó of the cuirency, fuul íd tliis reapeot ne aro la caai- 1 
píete diverEenc* with the opiniona eipresaed. 1 

Jn order to effect the payment of duties in coín thia must be 
oither impotted, and thuB Bwell Ihe deinaiid fur biUs preciaely in 
thtí same maomer as jf tbe whole Tnine had beea taken in 
exchaag(3 by the govemineat itaelf, or elae the K^^d must be 
purchased in the local inarket. In thÍB case its price must nao 
to a premium equit almit at leaat to tbe coat of importation. 
The local stock would, however, be ijuickly exhauated, whMi 
either fresh supplies must be iuiported or the ffOTernment atock 
thrown on the markot. In any case such a systeni muat, so loDg 
as iutemational eichangoa continué unfavourahle, reault in a 
pernianent accBEsion to tbe demond tar billa ot eiobange and fnr- 
ther depreoiation oí the ourrency. 

So lon^ as the gold were atorod in vaiiits it would tíercise no 
ijifluencQ on lio ourrency, but wheu bronifht again into ciroula- 
tion it would tend to iniprove the rate of exehange in a aouie- ■ 
what lesa ratio than that in whiob it bad been previonsly 1 
depreBscd by itH iniportation. No gold, however, couldremain 1 
inihe country. eicept Ihe necessary quantity for theliquidation í 

unluas the balance of inttmational pajmenta wore favonrable to 
the coantry. To attempt to retain large (iiuuititiea of gold on 
any other temía is ¡aboor lost ! 


VALDATTON OF IMFOl.TS AT Hfld. 

Valué of importa in Cnrtoni 


Rü. gold 


exchange lljd 


256.192:000} 


601,538i816S 

1%.306:000« 
797:843;816I 


Duíiea aetnally recoverad inclu- 


Total valué ot importa dntypaid. 

DVTIES ir RBCOVBHBB IN OOLÜ 

Valué of importa in Custom 




256.192:000» 


= 609.136:1915 1 




Valué of dnties aetnally charRed 
recovered in gold, if ejtoluaiTe 


196.306:000» 


Talne of importa dnty paid 


387,196:070} 






By the aboTB tahle it wUl be obaerved that 
recoverod in gold inlitti <if pnpeí- the coat of im 


wece the dutiea ■ 
pnrts (inty pnid 1 




Atare ñ p^T*ble p^rtly b 

M*TÍee«<tbeñ 

fmi íBftiiwiil iliihiHwlB Ths ivoovaT c< aQ datieB «N ñ- 

fartmiagMwtítU,thtrr£iMK.aati^ymmm Miilj immj thwr 

omI» hrt voi^d pmm m tanaveaKBi to On adnññtotiB if 

fa eamn^ doea «Im« it fidb: 

U dMties wcT« i WMn e w d wbofif m gold or ñ f iittj - a> Uw 
cnncnliale rf eieJ u nge- — m tke «ostan ib O^ 
ttfnMñc. wfaete imiMctB p> jable ñ goU coilitiite ■ 
80-, , flf tlw total rereoDe—tlaHe «oaU betwei 



Aee u i Ji^ to Ibe afsten otf vaibatton cf importa at 12 patoe 
' fa ttenONñadi^tcdia 1896, ia lien ofaMUiepvtMaabMi^ 
if tbe aUDa asal« of ímpoctaticaí oootiDDcd in 1996 asín 1893 tk 
MíTCBBe oMained Enan tbis somce venid be dooble tliat 
«btamed ia 1&93, exclnsÍTe o( tbe BoitaxcB t^t haTe bees 
abJiabed. In 1S83 the revcmie obtained fietn importa «as 
BaJ69i]O5:00OS. orexchtfFÍTeof EuitRxealJljOOÍiOOOf. Id 1896 
tlúa wonld be raiaed to Bs.2fi2jOtBJOOÍ, wbieb at Ihe roneat 
iat« cf exdiange, lOd, wonM reprewnt Ba.97.03afl00$ gold. The 
metallic eipeoditnre tí Ihe coontiT ü &bot>t Be. 40X00:000$ gdid 
[or pajrmeiit of the ferrice of all foreign and iiit«nial loons-pay- 
abje in gotd, giiaraat««a to KaJIwB^s, and other foreign eipcai- 
ditnre. CoiueqDeDtlf, if 41.2 'I- of tbe dntiee oa the pieeent 
Taluatíon of imports were reeorered in giAd, thia woold ensitre 
EoScient revenne t« meet íll metaHic ^igagements, whit^t the 
balance of 58.8 •,'. ixdlerted in carreDcr wonld also satisfj tbe 
internal expenditiiie e(iuit«lMit t« Rs.l54.0C8í)00 paper. 
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The original proposal to reoover duties on the oíd bosis of 
v&lnatioii of importa 24d., and at the same rates excInsiTe of tha 
Burt&xes, would reault in tsxatiun being' greatly in exoess of 
vbat is reaJly requisita. On this bosis the receipts froio 
importa, if simíhir ta 1893, woilW yield Ka.I31.000:000( gold, ot 
which only Rb .40.000:000$ would beaeeded for metallicpaymenta, 
li-aTing Sl.OOOiOOOS, equiíalent at lOd. to 245.700:000$ emb- 
reñe;, for intemal eipentüture, or 91.000:000$ more thon íha 
amount eetimiíted as re<|iiiaite. 

SnppoBJng, howuver, that eichan^ »ere to rías to 20d., the 
balance díeposable for intrmal expenditure would be rcdaced 
from 245.700:000$ to 136,500;000 paper. 

Excessire or nnnuc^asarj taxation ¡a os olijeotionahle as inauf- 
fliient. Tq obtain a permanent eqnilibrium of bhe National 
fimuiuee and to ensuro rovenne bcing neithor too grcat ñor tuo 
litlle, it app^ars indispensable that the neceesary pruportion of 
iiuport dutioB ahnuld be levit^d either in guld or at tbe uorceiLt 
rate of exchun|L^<, as done in Biienoa Aiiics. 

InhisEpport of 1893 Dr, Feliabello Fieire, the then Minia- 
ter of flnanc*, maiies the foUowing obaecTatíona, "The only 
deciaive reniedy fpr the anomalies and instability of eiuhanga, 
the oBCiUationa of whieh in om coiintry obpy rather the caprice 
of unaompulooB DBiir]' thon tho effects of fconomic lawa, ia tba 
Toovery in gold of duties on artioloa of oonaumptinu, nob tem- 
porarily as in 1867 and more recently in 1B90, biit peraeTerinifly, 
mitil we hiive thiia prepared the way tor a metallio oirouUtion, 
and reaoued the Treftsury from sarpriBo» in tatiiij{ eiehange 
for foreign expendtture. Bj raeans of fluoh a fiscal meusure, 
whivh may be oompeneated ais far aa it aSeuts the dasa that 
auppliea the gold by snppression of the additional dutíea, 
we shall then haré aupceeded in creatingaBow of gold to our 
market, and thero by Bvoided tho enomions saírifiws that differ- 
encea of exchange costthe State !" 

Thua, Dr. Feliabello Freiré, tha Speuial CummiBaion, Dr. Eny 
Barboso, and Blmrist all other anthoritÍEE on the aubject have 
fallen ínto the common error of ima^ning that gold can be 
imported withont cost, and retained in the conntry withont dif- 
flonlty by tbe aimple plan of recovering the duties in gold. 

They have failed to perceife that nnlcaa sufilcient gold exiat 
in the pountry it muEt be imported, and that ita payment in 
billa muat affect the rate of eichange precieely as if the Govern- 
ment iteelf hnd been a taker for íta equivalent. 

It has been already ahown why no gold can be cetained in 
the conntry ao long aa the balance, notonly of trade iteelf, bnt 
of International paymenla tí all kinda ia unfavonrabíe. It, 



le win 1» ■ fuItiiiL inei^MB agaJTaleat to tke 

■9I7 taba tito pbec of tbs j ■■mwI. ■ii.I 

BbraaUw ¡■i|iiiiimibI if tliii 



* Yhe ^i™»^" -* for gold for paTment of duties woald tetain in 
f 'tte ooontij the quntitj aecesEaxj for tliñ oltject ; tfae rest 
I ^onU IwTe to be shipped abroad at tbe expfoae of the Stat«, 
imd voold oost another 0.8 %. No icsnlts are attainable bj the 
P0IÍC7 of obligñig' iinpoiteTB b> paj dnties in actnaJ gold ooín 
tiíat ooold not be equaHf «ell obtained, «itbont so mach 
muieGeBEaiy tronble, by EÍmplj thioving the eqoiralent of 
freight and insoniDce into the aea. and then remittin^ in the 



It seems incredible that Do other resonrce to coinbat specuJa- 
tíon, the b^tí ncn'r of all Ministers of finance, other than im- 
portin^ hnllion onlj to immediately re-export it, shoold appear 
feaeible when the dail; prsctice of well conducted boslnesa 
boosea dearly indícofea the sjst«m whích shonld be followedin 
renard to foreign paymenta, 

It shooJd be borne in mind tbat what in jares trade and the 
general interests of oonsumers ia njeítfajer high noi low, bnt 
Snctuating eicbange. 

Specolation opecates as otten for a rise aa fur a, fall ia ei- 
changc ; and, although one is really an pemiciona aa the other, 
it u onlf when tbe apeculation for a fall appesj^ to have been 
HocceBatiil tbat ¡t ia deoonnJitd, whilst the eqnally injurioua 
■pcciüation for the riíe, being adraatageoas to tbe Govemiuent 
and enabling it to malte remittanceB on easier terms, is ratber 
apptanded than otherwise as a patidotic effort to raise the valué 
of a pui«ly natiunal product — the currency. 

If, OD the one haod, the State is sometimes the loser b; tbe 
machínatioiii ol apecalators, the action of tbe Govemmetit by 
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its competition in the exchange market must often prevent 
speculators from having it all their own way ; and if 8X)eculatioii 
is as powerful and injurious as it is depicted» it seems piobable 
that it will not be less so if left entirely to itself , and is no longer 
controlled by or snbject to the powerful influence that the 
action of the Exchequer can bring to bear against it. 

The coUective action exercised by the Government would be 
impossible i/vhen delegated to the mass of importers spread all 
over the country. 

If retums were obtainable detailing the different rates at 
which exchange was actually taken by the Government during 
any single year, it wonld probably result that the average rate 
obtained would correspond very nearly with the avei-age market 
rate and, theref ore, the natural rate; and if it did not, it would be 
because the purchases had not been uniformly distributed. 

Moreover, the demand f or gold would inevitably give rise to 
another speculation in buUion ; and in this manner importers 
would not oiily have to resist unassisted the speculation in 
exchange, but maintain another conflict with the mono- 
polizers of bullion. 

Speculation may, it is true, cause great inconvenience and even 
losa to the State by lowering the rate of exchange precisely when 
the Government requires to remit, and vice-versa ; but that this 
were possible indicates, rather, a want of foresight on the Govem- 
ment's part, that by its incautious and unbusiness-like methods, 
makes it easy for speculation to rig the market. The periodical 
taking of large quantities of exchange must make it particularly 
easy for speculators to créate an artificial scarcity of bilis by 
which the State must suffer if its remittances cannot be post- 
poned. If in.stead of periodical purchases Exchange were taken 
regularly and uniformly, if possible for a daily fíxed amount, 
speculation would be defeated in its attacks on the Treasury, 
at least, as any artificial fall must be followed by a corres- 
ponding rise, and any loss realized on one operation would be 
compensated by a profit on another, and thus a fair average 
would be attained that would correspond to the real médium 
valué of exchange during the year. 

The alternative proposal of recovering duties on imports in bilis 
of exchange, in lieu of gold, would be preferable in so far as it 
would elimínate the necessity and useless waste entailed in im- 
porting bullion or specie only to be immediately re-exported, 
but would eqaally fail either to effect any improvement in the 
rate of exchange or to check speculation. The payment of 
duties in bilis of exchange must diminish the market supply 



by the amount thua witlidrawn, and, consequently, mnat ex- 
ercise a. preaiiiely BÍmilar etTeot aa if the goremiueiit hod 
enteredthe market aa » taker for their equivalent. 

Speoulatinn, moreover, C4Ui]iat alfect the ra!e of cxchange in 
Huch a, niannei as to marease the average coet of romittaiices for 
payment oí the foroign liabilitiea of the country, or as camiot 
be eaaily oounterncted in the manner just described. 
The diatribatioD of the precious metáis obeys preciae and unaJ- 
terable rules of BUpply and deiiiand. To imagme thnt by mere 
legialation this oarrent can be deviated and diiected hither and 
thither denotes the failure to grasp tlie principies thab Teí(aia,tB 
ita distríbution. These principies may be Bunmiarízed in Bi- 
cardo's meraorable worda. "Gíold and silver have been uhoaen 
fot the general niediuní of circulation ; they are by the ooinpeti- 
tion of conunerce distributed in such proportions amcingst the 
diSerent oountriea of the world as to accommodate theinaelvea to 
the natural traffio that would take place if no such metala ex- 
iated, and the tcade between counttiua were piirely a trade of 
barter." 

The oollection of duties on ¡mported merohandi^e, either in 
gold or on a gold baais in cnrreney at the exchange of the day, 
appears to be an urgent fiscal necesaity. 

It Í3j howeíer, well, whilat reoognÍKing this necoasitj, to disa- 
baae oiir minds of the illnaion in regatd to the resulta of auüh 
a meosnre engendered by the teachings of almost all lucal au- 
thoiitiea that have treat«d the subject. 

Snchameasure.though requisita to eneure the fuianoial eqaili- 
brium, can be of no ossi-^tance inthe oecumulation of gold in the 
country or for ti: e renewai of apecie paymenta unless it oor- 
respond with an improiement inthe balance of our intemational 
paymenta, and thus aecnre a readjustment of the oatnral 
distríbution of the preeiona metala aa regarda this country. 
Without tbia indispensable preliminary gold may be imported 
in milliona only to emigrate again aa fast as it arrivea. 



The influence of Speculafion on the valué 
of the currency. 



Speonlation, vrli(>th@r directl; Id eichange itsplf or ín mim- 
moditiee, hU] exercnse no indepeniicnt orsepnrato nction on the 
nltimate cmiise eí exchan^ fnrther thiui reducjn^ or exag' 
g^rating the p«ñod over whiob the eftects of the variations 
woiild be otherwÍBB felt. 

A temporBry rise or fall of eíc.hange, ereated eioluBively by 
Bpeculativo operatioas withont any real canse for their baais, 
will lea ve no pcrmanent impression becauae ita offtM:ta must be 
compenmted by 'Ihe fall that will occm wken spooiilatorB com- 

Speca1ation,for cxample. on imported^oodB may by nndnly in- 
creasiug tbe damand for bilis cauBe a, fall in cichange, that will, 
bowever, be reonperated by the ponterior reduction of importa- 
tion until the qnaatity oí importa again balances the dematid. 

Speuulation in eiports woold merelj raiae their eoBt to tlie 
Bitporter and not aenaibly affect their quantity ; ho that there 
woiild be no faltin^ off in the quantity of bilis ciSeñnK unleBs 
the objeot of tha speculation was to influence eiohange directly 
by witholdlng bilis. When, iiowever, thoso bilis carne to be 
realized they must affect exchange favourably in ]>i-ecisely the 
same manner as their withdrawal froni the market had 
previonsly depreciated it. 

No coDiniO'litíeH that are largely dea!t-in can long escape the 
influence of speculation ; and bullion.which is theinedíuin of tha 
barter that operations in exchange represent, as well as the billa 
of eichange themBelves fonn no encpption to the rule, especially 
in thoGe coniitrieE wherethe currency consists of inconTortible 
paper, and where, in cunaeqnence, the oBoillations of valué are 
greateet and offer greater opportnnitiea for realiíing extraragant 
and immediate profits. 

On tbe contrary, operations in gold, as carriod on. in BneuoB 
Aites, orin eichanpie Bs in Braiiil, ofler peculiar nttraetiona to 
the speculator, u£ the lawa that regúlate their OEcillatíonE are 
pretty well eomprehended, and the circumatanceH likely to cause 
BUah yariations a*certainable,whilatcommoditiea of prime neces- 
sity, which with stochs and abares abeorb tbe atteution of 
Bpeoulators in most other oinntiies, are Bubject to infinite 
contin^ncioB that offon di>fy thn ninst prudent calciilationH. 
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Specolation in go\d or oichaogfB haa, moreover, tfae adynntage 
being BftBily and rapidly liquidated bj a. eingle operation. 

Speculation bas alwaya been the bíte tuñr oí Sooiety, 
aince ita flrst eiiatence has vainly attempted to distinguiah 
betneen legitímate ajid illogitimate specutation or gambling ¡ 
because the vice, whatever it niftj be termed, orifíinateB ín the 
artificiaJ constitatioa of Society iteelf. 

In theory speculatiún ojid f^ambling are distinct, but in prac- 
táoe tbe metbods of one and the other are identicaL 

In hia "Traití elemíoiíairo dea operationa duBourse" M. 
CourtoÍB atatea thab : — " The riae and f all of prioca proeeeda f rom 
variationa of the two ratina of a deal, the ratio of tbe aupply 
and tha demand to eaoh vaine : ever; alt^ration iKrruXd be due to 
a modiñcatiun, of the Bupplj or demand. or of both at once." 
Operationa tbat are founded eicJnsively on tbe probabilitiea ot 
H rise or fal! in prices dependent on natur»! modifícationa in tbe 
Bapply and deuiand are deecríbed aa Ugitimaie apoculation, 
and are rcgarded aa the well merited recompenao of ^eatec 
previsión and perapicaoity, as woll aa of greater audacity. Ope- 
rationa that are not founded on tbe ao termed 'natural' 
Tariationa of supplj and demand are deemed Ulagilintíte and 
qualified a& gambling. 

Specolation is usually attacked for raiaing prioea and tbus 
injuring uonauniera, tbongh it aa often operat«B for a fall. At 
the preaent moment a lirely campaign is being cartied on in 
Europe againat apoeulatora in whoat and wheat-warranta, who 
are aeooaed of being tbe cauae of the Biceaaiye fall in tho price 
of that cereal; Julea Domerke, in hia recent work La übboíuííoh 
Bcumomigiíe pretendsthat " Specnlation is ooly honest that haa 
íor its object tbe raiaing to ita trae valué of the priueof a product 
insufficiently oateemed or ezcesaively depreciated ; and is then 
beneficia!, atimulating oommerce and induatj; but in such a case 
thia ia not apecuhilion aa it isgenerally onderet^od." 

The H'"' of aJl apeculation ia to niake a proñt, tbat mnat be 
paid either b; producera or conauínera or botb, by oharging 
more than the goods coat, or payíng leaa than they are worth. If 
Bucb profita are immoral in one case they muat be equally ao in 
the otbei^ whilat to attempt to diatingoiah between legitímate 
and iUegitimate profita of tbie deacription revéala at once tbe im- 
poaaibility of agreeing where one enda and the other commencea. 

The whole conatitution of Bocioty ia baeedoathe legitiniaoy of 
aacb pronta. If tbia be dispnted there ia no alteinative but to 
sccept the aocialiatic programmo for the reoi^níBation of aociety 
by which allanch proflts ' legitimato ' or ' ¡llegitijnate ' woilld be 
exclnded. 
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Apropos of thia Bubject Xax Nordau writea in Leí timtiongti 
eonveniiimelleí, "La Bp^alatioa estañe des pluBintolérHiblesphéno- 
mdnea morbides de ror^niaatiOD écunomiqne. Lea profoiids es- 
pritB, quí trouvent eiceUentatoatoeqnieat.oDtclierchí aussi Lía 
défündre; ila l'oiit jagée nécesaaire, et se Bont méme enthouBioamés 
pour elle. Jo toÍb montrer i cea ponjgériHtea étourdiH par quels 
prineipea ila Bont entrca en vigneur. Le spécnlatenr joue dana la 
vía ^oonomique le rAle d'un paraaite. II ne produit ríen, ¡1 ne rend 
m¿me psa, comme le mEu^hnnd, les aervioea plus ou moína oontea- 
tablea d'un íntormédiaire : il ae borne k enlerer par la ruse ou la 
violeace aiiz véritables prodacteurs la plus claire paitie de leur 
travaiL Le spéculateur eat unvoleur de granda cbemiaa, qni poar 
une minee indemnitS, dépouille les vraia productenrs de lenra 
produita, et Snixa les consommateurs i. lea lui achet«r beaiicoup 
plua cher. L'arme areu laquelle il aasaille, oomma un volour de 
granda □hmnina. pmducteor^ et conaommateura, eat í deux traO' 
chanta et ae nomme " hansae et bAÍase." 

Choque travailleiir, sans exueption, eat tributaire du spéou- 
latenr. Tona niis besoins aont prívns. tons les obfets nécessaires 
aucousommateuTBont ochotes d'araniw i crádit par la spÁiulation 
etnousBont reyendns ancomptantle plus cher posaibio. Hoos 
ne pouTona pas manger une bonchée de pain, repoaer notre tete 
aona le toit hospit ilier, placer quelquea économieB sana pajer hu 
apécolateur nne contribution anr lea eérSalea, les terrea, les nuú- 
aona et les valeiira de Bour^e. L'impát que nouB pajons il l'Etat 
est snffiíament loiird, bien moins, cependant, que celui auquel 
nouB Boumet la apéciilation. On a eBHayé de dáfendre la Bourse 
comme une institiition n^cesaaire et utüe, C'eet simplement 
monstrueui! Quoi? La Bonrse est ntüe et néceasaire? S'estelle 
done jamáis rcnfermíe dans lea limites que lui aKsiKnelathíorie? 
A-t-eUe jamáis été eimploment le marché oti l'achetenr de bonnc 
foi renonntre le vendeur de bonne foi, oil une demande honnéto 
et une offerte sincíre ae balancent l'nne et l'antre i* 

Comparer la Bourae & un arbre yénéncui eat une imagí? trop 
faible et incompl^te, car ello ne rend aensible qu'un cilté du son 
action. La Bourse est nne cáseme de brigands dans laquelle lea 
modemea híritiers dea cheyaliecs-bandits du mojen-íge a'éla- 
bliaseut et coupent la gorge aui pasaanta. Comme les chevaliera 
bandits, ils a'arrogpent le droit de ran^onner le marcband et l'ar- 
tiaan ; plua heureui que lee cbevaliera-banditB, Í1a ne se rísquent 
pas d'étre pendus haut et eourt a'ils sont surpris dans lenr (tuvre 
de coupeura de bourse. 

Lea défenaeura de la spéculation disent : Le apitulateur a daña 
le drame foonomiqna un role légitiine, son gkin est la récompenae 
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1 grande perapicacité, d'une píos sage precisión, J'un 
a rapide et d'une plus grande audace, 

L'arKiunBnt mérite que nouit le retemons. Áinsí done, piirce qae 
le Bpéciilateur dispoee dea nxoyena d'informaition inaccessibtes aa 
grsnd publio, parco qu'il redoale moins les pertett qao l'homme 
hoanc'-te qui économise, et parce qnll ¿valne les possibilitea de 
tuutes surtes plus habilemi-ut que celui-ci, il a le droít de dé- 
pouUler le travnilleur da produit de bou traToil, et d'entasaer des 
richessea tont en lestaut oisif ! Ce droit repose douu sur ce qu'il 
a de laeillcures armes — ded informations ; un plus grand coange 
— celui de mettre en jea Targent d'autrni ; une forcé eupérienre— 
celle du jugement et de l'intelligence, Mais aloiH, admettona nn 
peu que les prolétaires aient encoré de nieiUeures armes — fnails í 
répétitiun oa bombea de dynsjnites; qu'il? ajent encare un ptus 
grand coura^ru — ueluí de risquer letu: vie ; et une forcé encoré su- 
périeiiTi! — celie dis muaoles et dee as. En ce cas lee défenseors de 
la apéculatiuQ devront reevnnaitre aux prqlétairee ie droit de 
déponiller a. lenr Umr lea apéculateurs, ou bien la tbéorie par la- 
quelle ÍIr chercbent k légitimcr la spéculation est un menson^." 

Unleas we are, tJierefore, prepared to aecept suoh k'aching, 
and to limit onrprofitstothe 'legitímate' fruit of onr individual 
labour.denuiiciation of specnlatíou Kould seem to be in abaolute 
conttadiction to our practice and rule of life, and to lact tbe 
essential necessarj to aeeure aucoess — aineeritj. 

There ia, however, another phaae of speuulation that the so- 
cialiitts usoally overtook. M. Feny Beaulieuwritesinthu 'Tempe' 
in regard to tbe epeculation| in wheat, whicb was tlien, as now, 
ezercizing tbe Fariaían mind. 

"La spécnlation, qn'on ne í'oublie pas, est la concnirence, 
l'esEentw meme dn commerce. lia véñté économiqoe, c'est qu'il 
fant chercher á rédnire les frais gónéraui qui p^Beu.t trop lourde- 
Dient sur certaines marcbaadiEea. Or ciitte rédiiction ne peut se 
faire que par l'entente dea piwiucteuts et dea canaomniateiira, ob 
par la oonstítution de grandes entrepriaes, qui traitant par maa^e 
rÉalisent dea fconomies enormes sur lea ttanaports et sur les ma- 
nutentions. Or, qui a permis la conatitution de fortes maiaons 
d'eiportation, sinon réventualité de realiser un gain ? D6a qu'ila 
prévoient qu'un pa;a aura unemaavaiae récolte de cércales, cas 
importenra prennent leura díspoaitions pour EBtisfaire les de- 
mandes éventuellea, ai bien que depuis de longnes annéea, dans 
les pajs civiliséa toat au molna, la famine, cette plaie d'un autra 
ige, a complétement dispani. Voíla ce que la spéculation a permis 
de faire et le courtage de aa interuiádiaires a í'té, en somme, ai 
peu oniireuz qui Ton a fait une vive campagne ufln de rétablir 
des droita protecteurB oontiv leur actiott."! 
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Speculatiou can only prora injuiions to the general interesta 
of prodnoerB and conaumerB alibe when Bpeoalators are allowed 
to CToate monopolies. Suah monopolíes are ín tliese dajs o¡ txao- 
putitrion impOBsible unless focilitated by partiol and nnjiut lawB. 
If ftllowed to opérate freely. the aovereign law of supplj and de- 
maod wUl triitmph over alJ Buch pretenfliona, All, therefore, 
tbat can be legititnatt!!; expected of govemmontf in tbia respect 
Íb tbat bjtbeir oction, or bj the action ot ill-oonceíved legialation, 
the crcatiDn cf monopolieB by apeiMilation ahall iiot be facilitated. 

PasBing from the mural aapect af the problem let os non eX' 
amine the pnrely material and ecoaomical effeuta of speculation 
in Bichan^ on the valué of the curretiuy. 

The eame train of reasonüifr appHed by S, Mili to the analíaia 
of the Bffect of Bpeoultttion on the priees of artiolpB of prime ne- 
cessíty is applicable to tliat in exchange. 

Specnlatora in oxcbange by their wholesale pnrcbaaes of bilis 
oréate an arbifioial scarúity and conseqiieQt faJl in tbe late of 
eiohange; andthonicb i» appeurance such operütions ahonld yield 
large profita, in reality they are only apparent, and disappear as 
Boon as tbe apeculutor commencea to realize, unless some real 
caose beyond the mere apevulative puruhasea of billa eiisted for 
the fall oC eichange, whtch ml\ rieie a^in, preciael; aa it had 
fallen, and probably more -, so that there wilt be no profit at all for 
apeculatora as a elasa, tbough aome few, perhapa, by realixing 
before othera mny be benefíted ; proving that in thia oase the 
proBt muat be roalízed at the expense of other apecnlatora, and 
that in no posible case can proHt accrue to apeualatora aa a otaaa 
by a purely artiScial riaeorfall in theratu of exohaai^. Oa the 
contrary, apeculatora will themaelves have puid more for aome 
part of their purchaaea dnring the riae, and will, moreover, mn a 
conaiderable riak of a atill greater losa, for tbe temporary high 
pricoa would haré tempted othera who had no part or share in 
the operation, and might otherwiae not have tound their way 
into the market at all to buy, and thus intercept a part of the 
advantagsB; ao that, profiting by a Buarcity cauaed b; himaelf, 
the apeculator ia by no meana luüikely, afterbuyinginanacerage 
market, to be obliged to aell in a superabundant one, or více- 

If, however, the Epeoulation for a fall of ejcchan^ were baaed 
on Bome real cauae icdependent of the fall created by the ape- 
□ulative purchaae of billa, aiioh os a failure in the coffee crop, 
then the profita that would be realized by apecnlators would be 
the result of superior jndgment and foresi^ht. Speculation for 
a fall in eicbaage in anch a caae would he founded on tbe anti- 
oipatiotí of the alteration in the ratio of the snpply to the demand 



«dMils of ezchai^e,aiid. if bj restnctíve le/idation saeh specn- 
ImtioD «ere impeited, it woold be ñmply ti&lmfened 
otnomodit; it«etf , aa it wonld be a matter oí indiffeieiice 
aa tbe altdnuiite resulta of tbe epei^ulation were coDoemed, 
whether a fall ín the r»te of eichim£re wete firet created 
means of so ortifíci&l scHrcity of billa ti' be foUuwed b; a riae 
pnc«s. or, opcffsting directl; aa tim ataj>le ín Ueo of the mediiun 
of exchaase. thi; riae id prioes precveded the ioeTitable fall of 
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If. bowerer, as often happens, evea wbem tlie speculation is 
fdOltded OH the moet reliable infomutioo, the riae veré 
eiagKentt«d, specnlat^re wonld beoome kaeis, *iid the puhlic 
g»in tbe eqnivalent of their losaes. 

Specntmtioii can onlj anticípate and not oontiol reanlts. Anj 
artificia] rise in excbange nuist be foUowed bj a oorreqioDding 
fkll «hen not basad <»> leal canses, and the oaly anffereis in anch 
a caae wUl be the speculatora themselTea. 

The only tnct»iTemeiice soffered b; the public at lai^ bj * 
permanent ríee or fall in ezchan^ ori^nated by specnlation and, 
tberefore, foonded on real canses and. inevitable in any case, 
woold be that the specaUtive sales or parchases would have 
caoBed a premature rise or fall, and thna epread the ^ecta orer 
a looger period, thus miti>>aiting them at the cUmai. 

S. Hill atates that a pernuiiteat and general riae or fall of 
prioea. snch a£ mnst reault from oseillatiüns of eichan^, will not 
canse a lasting benefit or ínjary to imjr one. 

This, howeier, is not the case with aa inconvertible cnrreoc?, 
when eveiy alteration in ite vaine mnst diatarb the telations of 
debtors and creditors. Every rise in the rateof ezohange mnst 
oonter an advantage on creditors at ths eipenae of debtors, and 
vita-Terta ; iihílst produoers and exporters will, íd conseqnence 
of a fall of ezchange, not only commafid a higher prioe for 
tbeir prodnce, bat also a hig-her atliu, and tfae C'^ntrai; occnr 
if e:(cbange were til riae. Importerswho.inconaeqnence of «Cttll 
of eicbange were obliged to pay more for tbeir merchandiie, 
wonld also sell them for more, and ñte-rerta. 

Tho labouring classes in conunon with iinprodnctire coosnoters, 
who cannut adjoat their re<sipt« and eEpenditure to n^iid 
flaotnationg of eichaoge, roost certainly snffer from an artificial, 
and, therefore, tranaitory rise of eichange uid the conseqnent 
riae of pnces of most commodities. eo long as the rise in eschange 
lasted : and, altboturh it ig true that the only permanent real 
losa will in sni-b a case íbH on Fp«ca)ators thrauselTds, yet ií 
canDot be denied tbat individuáis and whole classes may suSer 
■everelj fnnn snch oacülatioii». A«, boweier, a q>ecaIat¡on for 
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a fall of exchange, unless founded on real causes, must be follow- 
ed by a corresponding rise, the injury inflicted by one will be 
compensated generally by the other, but not in many cases 
individually. 

It is, however, only on such considerations that special mea- 
sures directed against this particular form of speculation can be 
justifíed. All and every variation in the valué of the currency 
must be mischievous and inflict injury and loss on some one, 
besides producing a general feeling of insecurity inspired by the 
precariousness of engagements. But these effects are not solely 
produced by speculation in exchange, and may be, and are, 
equally created by speculation in the staple exports themselves, 
and still more so by the direct action of the Government; so 
that, to be logical, not only should all speculation of every kind 
be prohibited, but the administration itself should be prevented 
from interfering with the currency and influencing exchange, 
which is impossible even if the control of the circulating mediiun 
ceased to be a govemment function. 

Speculation in exchange is only more odious than any other 
class of speculation because its effects are more direct, more im- 
mediate, and, consequently, more apparent. 

Unless, theref ore, it were determined to wage a campaign for 
entirely moral considerations against all kinds of speculation, in 
which what areyet deemed *legitimaté' profíts must be eventually 
inoluded, the advice of S. Mili in regard to speculation in articles 
of prime necessity appears particnlarly appropriate. 

'The interest", he says, "of speculators in general coincides 
with the interest of the public, and as they can only fail to 
serve the public interest in proportion as they miss their 
own, the best way to promote one is to lea ve them to pursue the 
other in perfect freedom." 

No speculation is Hable to great^r risks than that in exchange. 
The valué of the currency depends on the constantly varying 
quantities of an aJmost infinite variety of elements ; on the valué 
of exports and imports, on the rate of national expenditure and 
the methods employed to meet it, on the increase of foreign im- 
ported capital and the reverse, and indirectly on men's passions 
and f oUies, and even on changes of the weather ! 

What speculator can possibly hope to reduce to their numerical 
equivalents such heterogeneous and contradictory f actors? At best 
he can only pick out one or more of the most prominent, study 
its course, and form an approximate estímate of the eft'ect it 
may exercise ; calculations, however, that are liable to be upset 
by an infinite variety of ciroumstances which he has not and 
could not take into account. 
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A apeculator, for example, that hus laborioual; fntlecUJ »tl 
the avaiUble information ref^ardiaf; the probable v&lne of 
tbe coffee crop, lUld ocaa^ to the concluBÍon thal it will b» 
■naller than usual, anticipat^s a conseqoent faU of cichan^ 
and spéculateí accordingly. Whilat he íb exultÍDg over the pro- 
bable profita of bis superior perspícaoity and judgment there 
occura, perhapa.oneof thoBe uncalcnlable accidenta to which. anofa. 
pmcarions «peculationa are liabls; ernae powerfnl bnt hitberto 
qniesoent tactor beoomes auddenly nnimated, aad hia careful 
calculation of probabilities falla to the ^round lilce a honae of 
carda. The govemiuent, we wil] anppoHti, iineKpectedly negcitiatee 
a new forei^jn loan, or the prioe of coffee risee iinexpectedly 
abrond and aufficient to compénsate for the ahortage in bilis dtie to 
ita decreaaed rjnantit]', when our audacious Bpecnlat«r will 
tbint himaelf lacby i( he escape withont loas from what ap- 
peared to ^ve a sure and oertain promise of \aTge profits; ¡n 
this, however, he will be rery nnlikely to sncceed, becauae even 
if exchange ahoiild not abao1ut«1y riu' to a rnte in exceaa of th^ 
averase priw of hia apecnlnÜVR purohaneB, thp eipensc in- 
cnrred in interpst and comminsions woald inevitahly leave 
Bome loes. 

Beaides the normal contin^ncies to wlitch speoiilation in ex- 
change ia liable from what L. Say temía 'In nufurs dci duittt,' 
Miother artificial dan^^nr is creatod by the niethoda of the apecu- 
lator himaelf. Speciilntion in exchnnc^ is usually carried on by 
parchase of what is not paid for ñor ever intendüd t-o be de- 
livered; liqíúdation heinft effeí^d by the aettlement of dif- 
terenws. The spoculntor pnrnhaBes or sella to the banks a 
certain íalue in bilis of euehange deliverabie at a certain date, 
depositiuK ■ pereentage in gunrantí'e, whieh he ia bo\md ti* 
increase if exchange goea againat hini, 

Aa the Banks theniBelvea fix the eiirront rate of eschanjíe, it is 
pOMÍble by a eombinjition betweon them when the date oF 
liqnidation arrivos, whicb ie genorally periodioal, to manipúlate 
the rate ao that the trne profit of tbe speciilator will he conaider- 
ftbly reduoud, if thare were any, or if there had been a alight loss, 
to exaggecate it in aach a manner that his margal deposit 
would entirely diaappear. The only (íiiarantee against auch a 
oombination lies ia the number and character of the banka 
themselvea. 

The advantaga in auch operationa seems to be decidedly 
on the flide of the Banks, and it ia auiaziug how apcclilators 
can be found audauioua enough to accept not only the natural 
riika of auch uperations, but thia chronic additios. 
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The recent proposals for therepression of speóulation by means 
of taxation appear to be a mistake. 

Any taxation of this sort is limited bjr the cost of importinjí 
and exporting buUion, and this is not sni&cient to affect specu- 
lators, whose expectations of profíts are nsually on a gigantic 
scale. 

It will, however, permanently affect the legitímate operations 
of Commerce; that is, the parchase or sale of exchange on time 
for actual delivery, and to cover liabilities really incurred pay- 
able at fíxed dates. The taxation of time sales, though it 
would increase the revenue at the expense of speculators and is 
on this account unexceptionable» would also discourage legitímate 
operations of this character, and thereby exact the employment 
of a larger amount of capital in commercial operations, and 
coDsequently tend to raise the cost of both importa and ex- 
ports. 

A modérate tax on time sales will not much affect speculation, 
and if it were excessive or largely exceeded the cost of importing 
and exporting buUion, would prove counteractive ; as, though the 
speculation in exchango might be abandoned, it would l>o simply 
transf erred to buUion or to coffee itself . 

The most recent instance of fínancial and economical disorgan- 
ization which, having been created by methodb almost identical 
to those that have provoked the degringolade in this country, are 
bound to produce similar results, is to bc^ found in the Argentíne 
Eepublic. The di sastrous consequences of the f orward policy in 
that country shou Id, it would be imagined, have served as a 
valuable object lesson, to point a salutary moral to its imme- 
diate neighbours, and serve as an example of how the fínances 
of a country should not he administeredl 

If , however, it is too late to cry over spilt milk, or to prevent 
the evils that almost unlimited emissions of inconvertible paper- 
money are bound to entail, at least we may profit by avoiding 
the same errors into which our neighbours have again fallen in 
attempting to remedy the disasters that have almost over- 
whelmed them. 

In Buenos Aires, as in Rio Janeiro, repeated emissions of paper- 
money and extravagant expenditure have resulted in a violent 
and permanent d epreciation of the national currency. Exchange 
in the Argentino Bepublic since 1884 has fallen 70 per cent., 
from 48d to about 14d ; and in Brazil 67 per cent., from 27d to 
9d, since 1889. 

To satisf y popular clamour and divert attention from their o^n 
empiíic and corrupt administratíon the Government of Dr. 
Juárez Celman selected as the scape-goat of its own shortcomings 
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Speculationi acuuaing it of Bysteniatically depreeiiititig tlio cur- 

In 1889 the tirat mettaure tatan to repress thia nuiaance waa 
to ñame auoffloialliquidatoTonthe Soitrac; and as thia prodiiaed 
no gooA cfEect it was foUowed by the prohibition of all time ealf» 
of gold, and tinally thff Bniirie was closod alto|^ther. 

Gold, however, continned tn riae and time operationa to be 
effeoted írom houae to honse withtHerespondbilityof the cas- 
tomer in place of tlie broker'a, In the conrse of a few weetfl as 
this meaBure produoed co good effect, but, on the oontmry, g'old 
Bontinued to rise, the míaiater of flnance, Dr, Várela, resigned, 
theflourse waateopened, but time Bulea warestiU torbidden. After 
the lapse of a month or so oven thia rastriction waa withdFawn, 
and gold fell at unce, the governiuent retiring- worated and ñu- 
miliated fiom the straggle! 

The tromendoua riae of the premiiim on gold in 1893 to 350 
por cent, inspired the newgoremment with the novel and popalar 
idea of la}>iiigtheblaiiieoii the foreign banbs, which were»QCUsed 
of f omenting nnd participnting in the speculntion and of depreci- 
ating the cirrency in which almost all their own capital was 
inveated ! A commission wits then appoínted to examine the books 
of all the foreign bants with abaolutely no reault to aubstantiate 
the charge. This action of the Argentine Executiva is of parti- 
onlar interost here as a similar ohauTiniatíc and popular niisaji- 
preciation in evidently Litent in our oommunity, whiuh might at 
any moment urge the govemment to take a similar false atep. 

Attempta to prohibit apeculation, which ia contemporaneous 
with the birth of commerce ttaelf , bymeana of repreEsive legisla- 
tion have been made and abandoned in almoet every civilized 
conntry. The repetition of aunh unproductiTe eipei-imenta only 
provea that collectiTely. as individnally, we muat aU gain our 
particular euperience, and can rarely, if ever, apply the object 
lesaons that the experience of others supplies to avoid falling 
into similar errors. 

The phenoraenon known aa Conjideiice le in reality, as for aa 
Biuhange (foea, uiecely aa antidpation of aorae improvement or 
oontinaanee of an adminiatratiTU poliuy caJculated to raise the 
Talue of the cnrrency, whilst a tcanl of confidenee h ita negation. 

A hope or promiae of retnmahment or of a reduction of the 
Tolnme of the cnrrency, for example, will créate a beneficial effect 
on men'a ininda, and a tendency to anticípate érente. In this 
manner increased confidenee may result in a riae of exchange, 
wbilat anticipationsb:! the contrary will haré an opposite effect. 
Neither oae nor the other, however, can be pormanent unless these 
anticipations are realiied; in other words, unlesa the apecnlation 
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is founded on real causes. This phenomenon of confidenoe, and 
the obverse, proves how unconsciously we are all speculators and 
inclined to discount the future ! 

Speculatioú is natural, inevitable and irrepressible, because it is 
the ezpression of the most valuable of our characteristics, the 
hopef ulness of human nature ; and will continué to be so until our 
moral development destroys even the desire to enrich ourselves 
at the expense of others, and altruism becomes the rule of Ufe ; 
a possibility that does not appear to have any immediate proba- 
bility of realization ! 

In the meantime, therefore, as it does more good than harm, 
and even the harm it does is chiefly to itself, the best course to 
pursue is to let it severely alone ! 



'•■ )K '*' 
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National Industries. 



For fiscal reasons it is not only manifestly impossible at the 
present juncture to reduce the duties on imports, but it is 
extremely probable that necessity or convenienoe may exact a 
positive increaae. 

Such an increase, however, would be as illogical as impossible 
if its only result is to defeat its object, and to merely increase 
the profits of National 'protected * industries at the cost of the 
revenue and of consumers ! 

The present system of periodically increasing the percentage 
of duties on imports, by means of surtaxes as exchange drops, has 
been shown to be ineffective; as it is impossible to be constantly 
altering tariffs, and the only alternative, the recovery of the 
whole or part of the duties at par exchange, to be the sine qua non 
of a permanent equilibrium of Revenue andExpenditure. Apart 
from these considerations there can be no doubt that the present 
system of appraising duties is as unfair to National Industry 
itself as it is injurious to Revenue. 

The following table shows the valué of duties actually re- 
covered, and their valué if recovered at par exchange. (1894) 





Valué of Duties 

ACrUA.LLY 

PAip INCLUDINO 

KUKTAXES 


Eqüivalent 
of duties if paid 

I N GO L D 


LOSS 


£ATIO Oí 

LOHH TO PAR 

VALUÉ, OB 

ACTUAL 
BEDUCTIOir 
OF DUTIES 


1890 
1891 
1892 
1883 


Es. currency 

98.477:694$ 
104.097:613? 
187.876:587í 
189.439:552$ 


Es. currency 

117.523:280$ 
172.289:877$ 
245.339:287$ 
301.446:528$ 


Rs. currency 

19.045:586$ 

68.192:264$ 

87.463:700$ 

112.006:976$ 


10.15 % 

36. 1% 

35. 6% 

1 37.1^ 



The reduction in the real percentage of duties on imported 
merchandize in 1890 was 10.15 per cent, of the real valué it 
should have paid had exchange remained at 27d.; and increased 
to 36.1 per cent, in 1891, and 37.1 per cent, in 1893 ! 

A reduction of 37 per cent, in the duty on f oreign imports must 
seriously affect the position of many, if not of all, National In- 
dustries. A manufacturer that initiated an industry, for example, 
with the guarantee of a protective duty of 50 per cent., would see 
that duty reduced to 31 .45 by the action of the fall of exchange, 
and verypossibly would be quite unableto compete on such terms, 
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The increase of oertain specific duties on imported goods in 
1890 was the delibérate outcome of the ' protectionist ' policy 
then adopted. The duties levied by the former, or Belisario, 
tariff were judged insufficient, and raised in many cases 50 per 
cent, in order to enable local manufactures to compete success- 
fully with imported merchandise. 

The effect of the depreciation of the currency on the real valué 
of the duties recovered has, however, completely destroyed the 
advantage thus conferred, and reduced the actual rate of duties 
to a lower average than even that of the despised tariff of 1887, 
inspite of consecutivo surtaxes of first 50 "¡o, and then 30 °/o more 
charged on the majority of imported goods ! 

Thtí average percentage of import duties of the Belisario tariff 
in forcé until 1890 was 43 "/«, and that of the new tarifiP 44 7». 
(Dr. Barbosa's.) 

Had all classes of goods been uniformly imported in the same 
proportion as in 1889-1890, the real valué of the duties actually 
recovered in 1894 wouJd represent a positive decrease of 38 % 
compared with the Belisario tariff ! 



Under the oíd (Belisario) tariff the average 
duty of 43 % on goods of the valué of l$OüO, 
with exchange at par would be 

The actual duty (1894) as per the new tariff is 
44 % which on l^üO.Ü at the exchange of lOd is 

Plus a Surtax of 50% levied on | of goods im- 
ported 



ON THB BEMAININO J OF OOODS IMI'OBTED THE 
FOLLOWING DUTIES Ai¿E CUAUOED 

Duty 44 "/o as per tariff on 1|000 at lOd ex- 
chango 

Plus additional tax on certain classes of goods . . . 
Plus Surtax 50 % 

Total actual average duty including sur- 
taxes, etc 

Deduct this from average duty of the Beli- 
sario (1877) tariff 

The balance represents the reduction equi- 
valent to 38 % operated in the real valúes 
of duties by the f all of exchange from par 
tolOd 



Pence 



4.40 
2.20 



Pence 
11.610 



6.60 


X 3=4.950 


4.40 




1.32 




5.72 
2.86 




8.58 


xi=2.145 




7.095 




11.610 



4.515 
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It becomos an impossibility f or the manufacturer to estímate 
the real cost of the imported goods with which he must compete 
when the valué of the duty varíes wíth every oscíllatíon of 
exchange, as the followinj^ examples of two artícles largely 
produced in the country and also imported demonstrates, 

Pence 
Jute sacking, or Aniagem ín 1889 paíd duty at 

the rate of 60 "/o or 0$300 per kilo, which at 

27d ís equívalent to 8.1 

It now pays accordíng to the taríff 

of 1890 Rs.0$300 

+ 50 "lo surtax „ 0$150 



Equívalent to 33.36 "/o ad valoreni Rs.0|450 at lOd exch*ge. 4.5 

Leavíng a difference of 3.6 

Which ís equívalent to a reduction in the real valué of 
the ímport duty of 44.4 °/o ! 

Again: — The duty on cloth (cachemira) was,ín 1889, 60 **/o 
or Es.4|200 per kilo equívalent at 27d exchange to 113.40 

To day the duty per tariff 

of 1890 is Es.4$200 per kilo 

+ 30 sur-tax „ 1$260 „ „ 



Rs. 53460 



-f 60% increasü „ 3$276 






Total Rs. 8$736 per kilo at lOd exch* =87.36 

Leavi ng a difference of 26.04 

equívalent to a reduction of the duty on cloth by 22.9 per cent ¡ 
If, thon, a manufacturer countíng on.a specific advantage 
afforded by the tariff equívalent to 60 per cent, duty on foreígn 
imported goods, both jute and cloth, fínds this advantage 
reducod suddenly to 33.3 per cent, for jute and 46.26 per cent, f or 
cloth, it is probable that unless he can obtaín compensatíon in 
some other way (by reducíng wages for example) be would be 
unable to continué to compete at all wíth foreígn imported 
goods, as such enormous differences would upset the most 
caref ul calculatíons ! 

This effects of the recovery of dutíes in currency of oscíUating 
valué, together with the uncertaínty as regards the permaneney 
of the protective polícy, Í3 probably the cause that has hitherto 
deterred European capital from being largely employed ín th© 
manufactui*íng industries ín this country. 
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Looking at the matter even from a purely Protectionist point 
of view, itis unqiiestionable that an uniform and unvarying tariff, 
that can only be obtained by the appraisement of duties on 
a gold basis, is an esscntial condition of the rapid development 
and prosperity of most national manufacturing industries, and 
that the normalisation of duties in this manner would be as 
advantageous to industry as to revenue, whilst it would put a 
stop to the constant and often weü founded complaints and 
increasing demands for further protection, which are nob al- 
ways equally legitimate or reasonable. 

The recovery of duties in gold, or at the par exchange, would be 
equivalent, as has been already pointed out, to an increase of 37 
to 38 per cent, of the 'luties aotually charged includiñg the sur- 
tax. Such a measur '• uiust favour immensely National indus- 
tries at the expense of imported goods, and consequently of 
revenue. 

Unquestionably, some of these industries are in reality 
sufPering from the reduction that the fall of exchange has 
brought about in the real valué of duties, and it would be only 
oquitable that they should be allowed to take advantage of any 
opportunity to return to the indispensable statu quo. There are, 
however, many other industries, and these by far the most im- 
portant and not the least importúnate, that do not require, ñor 
in fact havc required for many years, any extensión of favours 
from the State, as is pro ved by their ability to continué paying 
large and increasing dividends in spite of the reduction of duties 
caused by the fall in exchange to a rate even less than that at 
which they stood previous to the increase of the tariff in 1890. 
Such industries have unquestionably, received their quantum suff 
of protection, and should not be permitted to further increase 
their already bloated profits at the expense of revenue whenever 
fiscal necessities render an increase of duties imperativo. 

Without entering on the discussion of the vast subject of the 
rolative advantages of protection and free-trade^ it is to be 
presumed that even fte most enthusiastic advocates of protec- 
tion do not pretend or desire to afford more than sujfficient assis- 
tance to National industries, and such as will enable them to 
compete on fairly profitable terms with ri.iiilar foreign importa 
commodities; any exaggeration of such a policy beyond this 
point, that could only result in enhanced profits for a certain 
and very rostricted class at the cost of all consumers and to the 
decided detriment of revenue, would be simple spoliation. 

The fact that most of the National Industries that were 
3-lready in operation previous to the ingrease of the duties by 
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the Provisional Govemment in 1890 were then and continué to 
be extremely prosperons, provea that the protection they receive 
f rom the tariff is amply sufficient to secure the legitimate objects 
of protectionism, and that any f urther increase of privilejá^es is in 
their case both unnecessary and impolitic. 

The foUowing extract f rom a letter published in the Diario do 
Rio Chande by a well known and most successful native manu- 
facturer confírms these conclusions. " I believe, as I always 
have believed, and have stated more than once, that National 
industries suitable to the country and properly installed, both 
technically and economically, do not require even the enormous 
duties they now enjoy, much less any increase. As re^ards the 
undertakings that are not thus situated, certainly they should 
not be protected any further at the expense of consumers. For 
them only one process is possible or advantageous — liquidation — 
so that by reorganization in a new and more reasonable form 
they too may develope and prosper." 

The results obtained by the Fabril and Pastoril of Rio Grande^ 
and the Alagoana textile Companies, which have yielded an 
average dividend of 19 i and of 46% respectively for the three 
years 1892 to 1894, conclusively prove that not only does this 
industry require no further assistanco in the shape of higher 
duties on similar imported products, but that the protection it 
already received in 1889 from the Belisario tariff was amply 
sufficient to secure a profitable return on the capital really 
employed when properly administered. 



Proflts of the Rio Grande Co. since its iustallation in 1884. 



' Nominal jarosa 
prutlts eatitnat -il 
III curreiicy In "/<, 
oí tliü furrcucy 
capital. 



1885 
1886 
1887 
1888 
1889 
1890 
1891 
1892 
1893 
1894 



llcul Kross profll 
estimatcd iuKolu 
in ^oof the Kold 
capital employed 



8.74 


7.0 


6.33 


5.6 


16.11 


17.4 


14.67 


18.8 


15.15 


18.7 


21.04 


22.8 


17.34 


14.9 


25.23 


24.2 


25.60 


20.3 


32.07 


24.3 
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The average rate of duties levied by the different tarifPs during 
the same period were as foUows : — 



Cotton goods 

Woollen 

Jute 



BELISARIO 

TAKIFF 

1887 tO 1800 



SU Y BA.KBO' 

8A.. TA&IFF 

1890 



I 



Average for three classes 40.97 ", o 



PKKBEirr TAKIFF 
IXCLUDIN6 SURTiUCKB. 




XOMIHAL 


BVAL 


85.52 o/o 


40.92% 


81.39 o/o 


40.29% 


49.71 o/o 


23.71 7- 


85.540/0 


34.98 o/o 



This table shaws an apparent increase of more than 107<*/o in 
the rate of duties on textile imports compared with the Belisario 
tariff, and 84 % compared with the tariff of Dr. Ruy Barbosa, 
that carne into forcé in 1891. The increase is, however, in both 
cases purely nominal ; in reality the duties actually reoovered in 
1894 represent only 85.3 /o of the real valué of the Beluario 
tariÜ", and 75.2 °, o of Dr. Ruy Barbosa's tariff, if reduced to 
their real valúes. 

If, therefore, profíts have not fallen since 1890, in spite of the 
reduction of the real valué of duties, it may be fairly concluded 
that the textile industry, at least, requires no addition to the 
protective duties it already enjoys. 

Undoubtedly,.there are many similar undertakings clamorous 
for f urther protection that do not actually yield an adequate 
return on the capital nominally employed ; but it will be ge- 
nerally found on examination that this is the result, not 
of insuifícient protection, but in some cases of imprudent or 
unskilful management, and that in others the amount of capital 
actually employed bears but little repcmblance to its nominal 
valué. 

The foUowing dividends distributed by some of the textile 
Companies show that this industry is not in such a precarious 
situation as is usually represented; and if these be reduced to a 
percentage of the capital actually employed, they would be found 
to considerably exceed in most insl anees the nominal rate of 
dividend actually distributed in 1894. 
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NAMK OF COMPANY 



WOMIWATi 
C.VPITA.L 



Brazil Industrial 6,000:000$ 

Confianva 6,000:000? 

D. Isabel 500:000$ 

Petropolitana 4,000:000$ 

Industrial Mineira 1,200:000$ 

Fabril. E. Grande 3,350,000$ 

Alagoana de Tecidos ... — 



KOMIXAL 

VA.LUK 

OP 8HA.KE8 


DIVIDEITD 

niirrKiBurKD. 


RA.TB % 


200$ 


14.S000 


T/o 


200S 


10$000 


5 


200$ 


255000 


12 i 


200$ 


6$000 


3 „ 


200$ 


12$000 


6„ 


200$ 




22 „ 


— 




40 „ 



It Í8 probable that a thorough investigation of the real 
situation of other protected industries would bring to light a 
similar state of affairs. 

If for fiscal reasons it were determined to recover duties in 
gold, or in paper at a rate equivalent to the premium, this would 
be equivalent to an increase of 37 % on the actual (1894) gold 
valué of duties on imported merchandize in general, and to 
14.79 °/„ on those of textile goods in particular. 

It has been clearly demonstrated that the textile industry, at 
least, requires no f urther protection, and could not, therefore, 
complain if the increase of duties created by such a measure were 
prevented f rom exercising a protective tendency by the imposition 
of an equivalent internal tax, as also other industries that a 
thorough examination might prove to be similarly situated. 

Unless some such measure were adopted, the coUection of duties 
on a gold basis would result in an entirely undeserved and un- 
necessary accession of profits to industries already sufficiently 
protected by the tariff, at the expense of revenue. If, however, 
the right of all National industries to claim the advantages that 
they were virtually guaranteed under the tariflf of 1890 were 
admitted, and this adopted for the f uture for the collection of 
duties on a gold basis, it would be reasonable to stipulate that 
any f uture increase of duties, that fiscal necessity might render 
imperativo, should not be neutralized by the protective tendency 
of such a measure, but accompanied by an equivalent internal 
tax on all national industries already protected by import duties. 

Such a tax would be similar to the excise levied in England 
and India on all domestic products when a duty is imposed on 
similar goods imported from abroad. In this manner the revenue 
would be protected from loss, and an increase of duty imposed 
by the necessity of increasing the revenue prevented from ei?- 
^rcising any further protective influence, 
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A late report of the Inspector of the Rio Custom house lea ves 
no doubt as to the infiuence exercised on imports and the revenue 
by the uncompensated increaso of duties. 

He states that; "In the report I already had the honor of 
presenting to Y. Excellency I warned you that the imposition 
of surtaxes of 30, 40, 50, and 60 °/o on merchandize already 
heavily taxed, in accordance with the law of 24 Dec. 1894, must 
inevitably prove a perturbing element in onr commercial rela- 
tions, and result in the disappearance from our markets of large 
quantities of products that would no longer be saleable on 
account of the high prices they must rise to. My prediction is 
being realized. There are goods that pay duties of 80, 100 and 
120 °/n on their valué; such duties increased by the surtaxes are 
positively prohibitive. I am, therefore, of the opinión that any 
increase of duties on imports at the present moment is un- 
advisablo, and must i)roduce an injurious effect on the customs* 
rovoiiue." 

The collection of duties on a gold basis appears not only 
inevitable but advantageous, because, not only will it place the 
National finances on a secure footing, but also will define more 
clearly the position of National Industries, and introduce an 
element of certainty and continuity in their relations with 
foreign competitors. 
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Foreign and Internal Loans and the Redemption 

of the Currency. 



It will, perhaps, be remembered that, when treating of the 
influence of foreign loans on real or International exchange, the 
analysis of the manner in which they affected the valué of the 
currency was suspended until the laws that control the varia- 
tions of nominal exchange, or the local valué of the currency, had 
been likewise determined (page 31). This having been done we 
can now resume that analysis. 

The influence of foreign loans on real exchange has been 
shown to be limited to a máximum appreciation of 0.21 pence, 
or sufficient to raise it to specie point, and that any further ap- 
preciation of the currency or rise of exchange consequent on the 
importation of bullion must be the result of variations of nomi- 
nal exchange only. The importation of bullion was likewise 
shown (page 143) to affect the valué of the currency in circulation, 
not in the inverse ratio of the price of bullion or specie, but in 
that of the average of all prices. 

If these principies are clearly comprehended we can proceed 
to illustrate them by means of a concrete example, and then to 
determine the comparative influence on the valué of the 
currency exercised by a reduction of its volume if effected by 
means of the proceeds of a foreign or of an internal loan res- 
pectively, both of which methods have been projected. 

The quantity of paper money in circulation at the cióse 
of 1895 was about Rs.790,000:000$. Suppose that with this 
amount in circulation a foreign loan were negotiated for 
£10,000,000 at the rate of 80 % of its nominal valué, bearing 5% 
annual interest and l^/o sinking fund, whilst exchange stood at 
10 pence. The real or nett valué actually received would then 
be ^68,000,000, and the real cost of the annual service of the loan 
equivalent to 7^ per cent, on that valué, and that of interest to 
6é per cent. Foreign burdens would, consequently, be increased 
during a period of 36.7 years by an annual sum e<j[uivalent to 
.£600,000, and must be compensated by a corresponding increase 
of exports, decrease of imports, or both, or else real exchange 
must fall again and the currency suffer depreciation as soon as 
the proceeds of the loan were exhausted. 
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Supposingf that the local ' hvsiness * demand remain the same 
before as after the importation of the bullion, the general demand 
for the circulating médium must be increased by the amount 
imported, Je8,000,000. 

Applying the equation of valué y'=-~^ , (page- 148), 

when D and S are equal we find that 

¿?= W ••■d'=- 292.6 

The supplyof the circulating médium Í8,theref ore, 790,000:000$, 
the demand 292,600:000$, and the valué of the currency 10 pence 
per mil reis. The importation of ¿68,000,000 will, as soon as the 
gold is thrown on the market, be equivalent to an increase of 
the demand by R8.192,000 : 000$ ; and the demand will have 
risen to 484,600:000$. The equation of valué will now be 

484 600 
V— — «q'« X 27 í5 ^^ 16.56 pence, whicti is the rate to which 

exchange will beraisedby the imiK>rtation of the bullion. Tothis 
must be added the improvement of 0.21<i in real exchange as 
long as the importation continúes, so that the total improvement 
of exchange produced by the loan will be 6í*77 pence, from lOd 
to 16!l77, leaving out of consideration the influence that specu- 
lation would be certain to exercise simultaneously. 

The sale of the bullion will not, however, have been 
effected all at either 10<J ñor at 16?77, but at the mean of the 
two, 13^38. At this rate £8,000,000 would yield Es. 143,498:000$ 
paper. If then this sum were applied to the redemption of the 
currency and its equivalent withdrawn from circulation, this 
would be reduced to 646,502:000$, and the equation of its valué 

would then be V^^^ = 484,600 ^ ^jñ ._ 20.25 pence. 

646,502 ^ 

The rise of 6.77<i in the rato of exchange produced by the im- 
portation and sale of the gold could only be permanent if 
accompanied by a large increase of exports, decrease of 
imports, or both. As has been shown, however, (page 16) the 
tendency of both exports and imports is to decrease as exchange 
ri&es, but the former more than the latter. Consequently, 
unless some special measures are previously adopted to prevent 
it, as soon as the proceeds of the loan are exhausted exchange 
must lose the advantage it previously gained and fall again in 
the same way as it rose, by 6^77, to 13.48 pence, and even lower. 

The only positive and lasting advantage, therefore, gained by 
the redemptioH of the currency with the proceeds of the loan 
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would be an improvement in the valué of the currenoy equi- 
valent to 3.48 pence. 

When, however, all the proceeds of the loan have been re- 
exported the increase of foreign burdens by £600,CXX) per annum 
will continué ; and, consequently, unless the equilibrium of real 
exchange has been realized by the indispensable increase of 
exports, decrease of imports, or both, exchange must continué to 
fall; so that, even after the redemption at a great cost of more 
than 18 per cent, of the total quantity in circulation, it is quite 
possible that the valué of the currency might drop again to its 
original valué (10^ ) or even lower ! 

The valué of exports in 1893 was Es. 291 ,830:000$ gold, so that 
an increase of £600,000, or Rs.5,333:400S, in foreign burdens 
would repreíifent an increase of nearly 2 per cent, in the valué 
of exports, which, small as it niay appear, cannot be sponta- 
neously creatod, but only by a steady and sustained efFort, 
necessarily the work of time and patience. Meanwhile Inter- 
national exchange would be unfavourable, the only alternative 
method of preventing it from falling being a corresponding 
reduction in the valué of imports or of foreign burdens. 

There is only one method by which the indispensable shrink- 
age of imports can be secured, and that is by an increase of duties 
on imported commodities. If, however, the increase be imposed 
on all imports indiscriminately it must afíect the cost and, con- 
sequently, the valué of exports, and thus reduce its useful effect. 
Until, therefore, the increase of exports is sufficient to yield a 
valué equivalent to the increase of foreign burdens, it appears 
indispensable that tlie duties on the classes of imports notchiefly 
consumed by production should be systematically advanced 
sufficiently to secure the equilibrium of International payments 
every time that a f resh foreign loan or addition to permanent 
foreign burdens is effected. 

It will here be of interest to examine the efPects of a corres- 
ponding internal loan applied in the same manner to the re- 
demption of the currency, a policy which, senseless as it is, has 
not lacked supporters. 

Judging from actual quotations of internal stock, it is possible 
that an internal loan might be issued at a higher rate than a 
foreign one, let us suppose at 95 per cent, of its nominal valué. 
An issue of Ks.202,105:272$ equivalent at 10? to £8,421,003, 
would then yield a nett valué of Rs. 192,000:000$ currency, or 
£8,000,000, bearing 5 per cent, annual interest and 1 per cent, 
amortisation. 
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The üost of the service oí the loan would then be as follows : 

Annual interest at 5"/„ on R8.202,105,272$ =z Rs. 10. 105:263$ 
„ amortisation at 1% ,, „ „ 2,021:052$ 

12,126:315$ 
Deduct l»/o on 192,000:000.*?, the trne amortisation 1,920:000? 



Ks.l0.206:315$ 



The balance then representa the trae valué of interest paid 
Rs. 10,206:315$ and is eqnivalent to 5.3 per cent, per annum on 
the real valué, received and compares favourably with the rate, 
6 J " o, that corresponds to the interest of a similar foreign loan, 
but issued at 95 in lieu of 80 <*/o of its nominal valué. 

If, however, the proceeds of the loan were applied to the 
redemption of the currency, as was the case with part of the 
internal loan of 1895, the advanta^es entirely disappear, and it 
then becomes evident how ruinous such an operation must 
prove if exchange rises, as it naturally must if the redemption 
is carried out. 

If the proceeds of the internal loan just descrihed were devoted 
to the redemption oí the cun-ency the quantity of paper-money 
wonld be reduced from Es.790:000,000.s to 598:000,0008 and the 

292 6 
equation of valué would then be V = — '- — — 13'l 21 

598 

And the real valué of tlie cost of the service of the debt will 
then be as follows : — 

Equivalent of the annual service Rs.12,126,315^ 

at 13? 21 exchange £667.452 

Deduct the valué of the service, at 10? exchange, 

the rate at which the loan was issued 505,263 



£162,189 

The difference ¿£162.189 representa the annual loss to the Trea- 
sury that must ensue from the rise in exchange brought about 
by the redemption of the currency. 

The true annual rate of interest paid on the real valué 
received would be : — 

Cost of the annual interest and amortisation at 

13? 21 exchange £667,452 

Less smortization of real valué received, 

£8,000,000 at 1 per cent, per annum 80,000 

£087,452 
16 



Tlie balance representa tho anmiol inlprnKt pftjíilile, and 
U eqnivaletit t<i 7.34 por cent, comparpd with onty 61 por 
oent. on n Bimilnr foreign loan isaual at a rate 15 per cent. 
lower. It may be oliJMted thttt the servico nf interna! loaag 
ia aot payahle in quid biit in paper, and that, thfrefore, thp 
tmideD does not vary with the rate »f oxchange ; but this, as, 
hoE alreaciy boen pointed ont, ie a delnsion, beeaiiBC what 
the tajtatiiin requisite to mect the serTice of the deht rually re- 
prsBentB íb not so maoh psper-nioney merely, but its eqnivalent 
in Inbour or produce ; and. consecjueotly, if the real valué of the 
taiation necMBary to satiafy the service of the debt has riKeo 
from £505,263 to £667,452 in oonsequenoe of the improvoment 
of the valué of the corrency, the bai'den of taxation must in 
ceaJity have been proportionately augmented. 

Apart írom auuh PonaiderationH, any attemjrt to artificially 
aáeo the valae of the currency hy nieans of intemal loans, and 
indeed in a lesa deijree by olí loans, ¡a open to nther and ^traver 
pbjectiona. 

It ihoiild be borne in niind that the ftreater or leas quantity 
of paper-money in oirculation neither increa^es nor deiavaaos 
the natiunal, bnt nnly individual wealth. 'l'he country is none 
the richer becanse it has 800,000.0008 in circnlation, nor wonld 
it be any poorer if it all anddenly disappeared. The real wealth 
consiste in tha eoramoditiea and sorvioes for whioh tlie paper- 
mcmey is the médium of eschangt, The ag^reítate valne of all 
(^>erati<iua of exchauge constitute the demand for the cnr- 
renr.y or oirciilating médium. Even if paper-monny beoaBW 
of no valne at all, thi-re wonld in reftlity be no reduction of 
National wealth, becaiiae ev<írything it was eichangeable for 
wonld continué to eíiat na hefore, and whnt wae lost by aome 
who huid paiier-money, wonld be gained hy others who had 
acquired the fjooda and property, so that there wonld be a 
simple traanfer, bnt no losa. 

If then by meanB of a loan snch as lias been described, and by 
the simple aubatitution of one kind of promisaory note for 
another — intemal Imnds for eurrency — and without any real 
ocoesHÍon of wealth of any kind, the valne both of the cnrrency 
and of the honda themaelves has been raÍ80<l, either it muat hxve 
been eíTected spontaneonsly, or elae hy the sa«rifice of Borne 
intereata for the benelit of others. 

To aimplify the explanation it will be adviaable to illuatrate by 
an example. Snppoaing that with an emiaaion of Rs.'ÍOO.OOOKXK)! 
exchan)!^ atood at 12^1 — when the real valué of the cnrrency 
wonld be ín aterling £20,000,000— and that the prnceeds were 
appíii"! tn rpíieominíT nn i^juiv.ilent iinantily of paper-inoney. 
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thiis reducing its vohime to Rs.200,000:000í>, and that ex- 
change, consequently, rose to 24d The roal vahíe in sterling of 
the reduced quantity of currency, Rs.200,000:0003, would at 24<l 
be still £20,000,000, but a completely new valué would have 
been created in the 200,000:000$ of internal bonds, the valué of 
which would have been likewise raised to £20,000,000, so that 
by the simple substitution of Bonds for currency £20,000,000 
would have been eonverted into £40,000,000 without any ap- 
parent loss to anyone. Truly an operation, if it were a fact, 
more marvelloua even than the traditional transmutation of the 
metáis ! 

The explanation of the paradox is as follows : — The valué of 
paper-money is determined solely by the relations of the demand 
to the supply, the supply being the amount in circulation, and the 
demand constituted by all the commodities, services, property 
offered in exchange. 

The reduction in the volume of the currency reduces the sup- 
ply, whilst the demand will have been increased precisely by the 
valué of the new loan and its annual intei'est. Consequently, 
the paper-money will exchange for more commodities, etc., than 
bef ore, with the exception of securities and of other property or 
services that are subject to fixed charges (euch as Bonds and 
fíxed inoomes), and every other kind of commodity or property 
or services, including labour, will, thcrefore, have suffered a 
corresponding depreciation in proportion to the altoration of the 
rates of the demand to the supply. 

Any attempt, therefore, to arbitrarily improvo the valué of 
the currency by means of loans is nothing loss than a forcible 
transfer of pííft of the property of one class to anothor ; and as 
the greatest part of the paper money and securities is accumu- 
lated in the hands of the capitalist -and well-to-do classes, this 
unfair transfer is mostly from the poorer to the richer classes. 

It may be objected that even if this were so, it would only be 
inverting the previous operation by which a similar transfer had 
been effected from rich to poor, in consequence of the original de- 
preciation of the currency. But the two cases are not strictly 
analagous. In the first place the depreciation of the currency is 
not usually the result of a delibérate design, such as an attempt 
to raise the valué of the currency by means of a loan must be. 
It is true that the depreciation of the currency must effect 
some transfer of valuó from creditors to debtors, and, thcrefore, 
generally favour the industrial classes, but such a transfer 
would be much more circumscribed in its action, and in fact 
would be limited to fixed payments, and would not include the 
currency except for an insignificant moiety. 



Witli reifürd to thi; ciirrenc; it is doubtful if to-duy auy Rin);la 
peraon posseasea intnct the sume qimntity oí paper-money lie 
held in 1B89 hefore the fall in eichantce commenced ; tliat ie, if 
ha hna allowed thia money t^i ¡ie iille withniit touching or 
ohsngins it for nnythíiiK wliakivcr. If ao, tiuit indiviilual has 
lost and ia injiireil by the fall nf eioliange; but even so the 
fault ís all liü own ; but if, ae he natiirally wwild if ongA^ed in 
commerce, he has bongbt and íiold with it, since the pricee of the 
uotniaoditiua nniatthenisnlvoft have rigen graduolly in proportion 
to the fall ot exchange, he hasalways, sicept perha^s at the 
initial fuU, received the fnlt valiie nt his money, nnd, finally, the 
moaey aj;tnally in his posaesfíion t<i-dfty representa gooda de- 
livered or «rvices ivndered, whieh haré been eatimated not at 
the par rate, but at the ciirrent rate of exuban^. So tliat if 
he veré even obliged to convert at the rate of lO} for each mil 
reia he would soarcely in reality be a Itiser at all. 

Exception miiat of oourse be inade for Banks or persona who 
deal only in money and not in couimodities, thut are, however, 
Kenerally ahle to proteot themaelves in other waya. 

The claas that iindoiibtedly does anffer from a depreiáation of 
the ciirrency íe that of Credit«rs at long dates, and eapeoially tlie 
holders nf public aecurities payable in paper ; but amongst thia 
claaa the holders of mere paper-mnney laiist not be g^nerally 
included. 

It mostbe likeirise home in inind that a tiovemuientemiaBÍon 
of paper-monoy is but a aubatitute for taxatíon, and that had 
not the uecesBary funds been raised in this manner they mnst 
haye heen obtftined from mntrihntors hy taxation. of whieh 
the propertied claaaos mnst have borne their sharo. 

Whatever olaims the holders of intemal bonds iaaued preriooB 
to any loan raised with the object of redeomíng the curreocy 
may posaibly poaaesa to compensation for depreciation in Tatw, 
it is oertain that thoae that lent money for this particular object 
can have no snch righta to nssert. The money lent in thia caae 
conld in reality have suffered no depreñation. becanae it must 
have chani^ed hands inünitely aince the tirst depi-eciation com- 
meneed, and repceaented to its actual owner at tlie luoment at 
whieh it wan lent to the State, not the ¡¡ar valué, but tho actual 
market valué of the goods or service^ in eKchange for whieh 
it had been aoqnired, appraised in the depreciated currency. 

The fact that thia class of creditora wonld realize a wholly un- 
eamed and imdeaerrcd profit at the cost of tax payers in ^nentl 
«liould prove an insnperable objection to any attempt to iuipruve 
the valué of the uurrency hy meana of intemal loans. 

The BHmp nhjeetiiincannnf heiirgedinthecaseof fore¡í:nlonnE, 
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as the lenders would then receive precisely the sauíe sterliní^ 
valué they delivered, allowing for the diflPerence between the 
nominal and real rate of issue. 

The popular illusion that imagines spontaneous transfor- 
mations of valué possible supposes that the Government has 
only to provoke some such automatic rise in the rate of exchange 
to immediately reestablish the equilibrium of the National 
fínances, without trouble, labour or loss to any one whatever ; 
f orgetting or ignoring the fact that no permanent improvement 
is possible except on conditions of an increase in the valué of 
exports, a decrease in those of imports or of the burden of f oreign 
payments, or else of a reduction of the volume of the currency. 

In order to complete the comparison between the efifects of 
foreign and intemal loans, it is necessary to examine their 
respective influence on Capital. 

Supposing that the whole volume of the currency were produc- 
tively employed and that the protits accruing at simple interest 
were added annually to Capital, if no loan were negotiated and 
thing^ remained in atatu quo, at the end of 36.7 years — the 
peñod requisito to amortize a loan on the conditions stipulated — 
Capital would have increased in the f ollowing manner : — 

Original. Capital — - currency in circulation Rs. 

790,000:000^^ at 10*1 :-_ £32,916,667 

Interest at 5 per cent for 36.7 years at lOd -- 60,402,084 

Capital at end of 36.7 years = £93,318,751 

A foreign loan for £10,030,000 employed in redeeming the 
currency would raise the valué of the currency t-o 20^25, and, 
supposing that there were no posterior depreciation in conse- 
quence of the addition to foreign burdens caused by the loan 
itself, the volume of the currency having been reduced to 
646,502:0001, the state of Capital at the end of the 36.7 years 
necessary for amortisation of the loan would be as f oUows : — 

Capital=currency in circulation Bs.646,502,000$ 

at 20<l25 exchange =£ 54,548,600 

Interest at 5 per cent, for 36.7 years at 20^25 

exchange =,,100,096,687 

Bullion importad on account of loan =„ 8,000,000 

Interest on bullion for 36.7 years = „ 14,680,000 

£ 177,325,287 
Deduct interest and amortisation payable abroad 

for 36.7 years =. 22,020,000 

State of Capital at the end of 36.7 years = £155,305,287 
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An intemal loan on similar tenns toyield £8,000,000 nett will, 
as has been shovi>ii, raise exch;in<^ to 13^21, and appliedto the 
redemption of the currency will reduce its volume to 598,000KXX)? 

The state uf capital will then be as follows : — 

Capital-^currency in circulation £8.598,000^000$ 

at 13.^21 = £32,916,667 

Interest at 5 per cent, on ditto for 36.7 years.... -= 60,402,087 



£93,318,757 



The total capital at the end of 36.7 years is identical with 
the resnlt obtained if no loan at all had been employed and the 
currency had been left as it was. 

Suuiming up the results of the two operations, it is unques- 
tionable, if we regard their influence on eithor expenditure 
(taxation) or capital, that a foreign loan, even on considerably 
more onerous terms, is far more advantageous than an intemal 
loan can be, especially when applied to the redemption of the 
currency. 

Coni parí son of Intemal and Foreign Loans. 



IVTKKITAL Xjnxil 



.1 



Assumed price of issue I 

Addition to annual fíxed foreignj 

burdens 

Addition to annual fixed local 

burdens 

Rise in exchange created by the 

redemption of the currency. 

frora lOd. to 

Saving effected in exchange on 

foreignpayments- (ratio) 

Increase of Capital in 36.7 years... 



FOEKIGX LOáV. 

80 «É. 

£600,000 

Equivalent to 

Ks.12,1 10:600$ (Rs. 12,126:000 
-^ Equivalent to 



95%. 



nil. 



20d.25 

3.2 
£100,756,687 



£667,452 
13d.21. 

1 
Nü. 



♦•^ 
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RECAPITULATION 



Becapitulating the conclusions arrived at, we fínd that Ex- 
change, or the valué of the currency, la affected in a permanent 
manner only by real causes; that such phenomena as speculation, 
confidence and its negation are not real causes, and alone or 
unassisted can only account for purely temporary oscillations of 
valué. 

The valué of paper-money, is in fact, inñuenced by two real 
causes only, and to one or the other of these, or to both, must be 
attributed every variation of the valué of the currency of a 
lasting character. 

These causes are: — 

Ist The ratio between the demand and supply of the circula- 
ting médium. 

2nd The equilibrium oí international payments. 

These two causes determine the rate of real or international 
and of nominal exchange, of which the market exchange is the 
resultant. 

Nominal exchange, or the local valué of the currency, depends 
on the quantity of paper money in circulation and on the local 
demand for the circulating médium, which in turn is influ- 
enced by the favourable or unfavourable balance of interna- 
tional payments; consequently, the quantity of paper-money 
in circulation, the animation of local and foreigu business and 
trade, and the rise or fall of speculation are all powerful 
factors in deciding the local valué of the currency. 

International or real exchange, on the other hand, depends 
exclusively on the variations of foreign payments andón the rela- 
tivo supply and demand for bilis of exchange. The demand for 
bilis is constituted by all payments due, including those. on ac- 
count of imports, interest and amortisation of all foreign loans 
both public and prívate, guarantees, dividends of foreign com- 
panies, and prívate remittances of every description. The supply 
is represented by all payments receivable on account of exporte, 
of whatever character they may be, and also of the foreign 
capital imported for permanent investment in the country. If 
the resources that constitute the supply are insufficient to satisf y 
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the demand, intcrnational exchange must fall ; but its influence 
on the valué of exchan^e is limited to an appreciation or depre- 
ciation of its rate in a proportion equivalent to the cost of im- 
porting or exporting bullion to European markets. 

Having now determined the different rules that govem the 
equilibrium of both exchabges, the Statics oí the subject, we 
may now past on to examine its Dynamics^ or the manner in 
which that equilibrium has been disturbed, and how best it may 
be re-established. 



'3K* 
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PART I ir 



FIRST PERIOD 1861 fo 1864. 



Average rate of exchange pence 26^ 

Valué of exports (local valuation) per capita 17$817 gold 

Valué of importa, ratio to exports 81.5% " 13$914 " 

Foreign charges including interest and 

amortisation of federal and provincial 

foreign dobts, gfuarantees to foreign 

capital, and profíts of foreign com- 

panies. Batió to Exports 9A% *♦ 1$690 " 

Imported capital; ratio to exports 7.6%; 

ratio to activo 6.8 % ♦* 1$246 " 

Foreign funded debt, exclusive of na- 

tional intemal loans held in Europe. " 9$227 " 

Currency in circulation, including trea- ^ " 10$832 paper 

sury and bank notes (^ " 10$459 gold 

Annual federal Expenditure i " ^5Í5 ^^^^ 

^ i " 61636 paper 

- Revenue '.. } " 5$816 gold 

^ " 6$034 paper 

- Déficit < " K gold 

( •* 0^602 paper 

Balance of international payments (ex- 
clusive of buUion and private remit- 
tances) Local valuation of exports.... + 86.328:589{*5 

'i'otal indebtedness including all loans ( Máximum 28$333 gold 
and issues of paper-money (. Minimum 271^709 ** 

Leaving out of consideration the movement of bullion and 
private remittances, as al»o of the importa tion of private ca- 
pital, the valué of imports was 81.5 per cent, of that of exports 
during this period, leaving a balance c f 18.5 per cent, which suf- 
ficed to liquidate all other foreign expenditure of every kind, 
the total international debit or passivo amounting to 91.9 % 
of the valué of exports, and to 85.7 per cent, of total resources 
or the activo. Consequontly, a very large balance, equivalent to 
more tlien 86.00 1:000$ gold, remained in f avour of the country 
which was imported as bullion or specie, and raised the rate of 
exchange to 27J pence, or 18j per cent, above its par valué. 
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Financially and economically this was the haloyon period of 
Brazilian fínance, when exporta alone sufficed to meet the cost 
not only of importa but of the interest and amortisation of the 
foreign debt, guarantees, and dividends of foreign companies, 
and all other foreign expenditure of the oountry. Foreign 
charges for this period showed the comparatively high average 
of 1$690 gold per head, owing to the amortisation of a large 
quantity of the foreign debt in 1893, otherwise the coefficient 
would not have exceeded 0$857, the rate 1860. 

National indebtedness, inclusive of all loans and the paper cur- 
renoy but not of the floating debt, amounted to Rs. 28$333 per 
capita reckoning the part payable in currency at its nominal 
valué (máximum), and to Bs. 27$709 gold estimated at its real 
valué reduced to gold at the current rate of exchange, 26J pence. 
Of the total indebtedness only 9$227 per head corresponded to 
the foreign dtbt. 

In spite, however, of the general fínancial and economical pros- 
perity, expenditure exceeded revenue, the déficit being atthe 
rate of Rs. 0$697 gold per head. The coefficients of expenditure 
for this period were Ks. 6$636 and Rs. 6$413 paper and gold 
respectively, the lowest on any subsequent rate, and one that 
is not likely to recur. 

It will be interesting to note, as the analysis of the dififerent 
periods proceeds, the increase that has taken place in expenditure 
of all kinds, as also of the national internal and foreign debt. 



*^* 



^^^K^^ SECOND PERIOD 186 


pence 2U1 ^^M 
por oapita 16$419 ^Id ^H 

163261 ^H 

5^002 (b)" ^H 

^1 


Vaiueof Importa ( " " ) 


Foreiitn ohrwííeM intluding iatereat and 
amoi-tisatíon uí fedural and other 
forei((n losDB, gnamnteeB to foreipi 
capital, and dividends of foreíf^ii coni- 


Imported c»pit»I ^ Jl.8% of eiporta 


Poreijfn debt, eidtisive of inturnal 
loans held in Europe 


I4f223 ^H 
14$289 paper ^H 
11S057 Kold ^H 
luiau 40)903 " ^H 
liúiiB 36*114 ^" 
11*122 
14J384 paper 
55700 gold 
7S294 paper ^^ 


Total IndebtednBBS inuluding »il loanfl 


Anntiftl Federal Expenditure 


Uefidt 

tíalanee of International pajments (ei- 
ciluBive of liullion and prívate remitt- 
anu« as per local valuation of ex- 


7)090 paper ^^H 

-158.555.415$ i;oUl ^| 

27.122:655$ gol^i ^H 
sacks 3.065.869 of 10 ka ^H 
valueRa.80,918:410»gold ^H 
on account of the Para- ^^^| 

n aocount of the Para- ^^H 
latroUE porioil of Bra- ^^M 


Balant» of Intornatiumil payment» as 
per foreign ciistoniB' valuation of ím- 


Janoiro;(innualaverttgH 

(a) ExoluHÍve of foreijfn expenditure 
Ituajan war. 

(b) Inclusive of foreign expeuditare o 
guayan war. 

This was in every senne the nioat disi 
ziiiftn financia! hiatory; and from the li 
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administrative extra vagance, the result of the lavish expenditure 
caused by a long foreign war, the country has never wholly 
reccovered. 

Exporta fell off slightly, 7.8 per cent., compared with the 
previous period, and imports increased very largely, 17.4 per cent., 
whilst the foreign expenditure inclusive of that for the war rose 
enormously, 196 per cent. Consequently, the balance of inter- 
national payments was extremely unfavourable; andexchauge on 
this account alone must haye suffered a great depreciation. In 
addition to these causes excessivo emissions of paper-money si- 
multaneously depi-eciated the local valué of the currency, the 
quantity in circulation having increased from Ka. 10$885 to 
14$285 per head. The average rato of exchange for the whole 
period was 21d.31, a fall of 5d.56 since the previous period ; the 
lowest rate attained was 14d. in 1875. 

A great divergence wül be noticed in the balance of intema- 
tional payments obtained by the use of local valuations of foreign 
trade from those obtained by the uae of foreign customs' valua- 
tiona ; one giving a balance of 158.555:415$ against the country 
for the five years, and the other that of only 27.122:655$. For 
reasons already given the former have been judged more 
correct. 

The uncertainty as to the correctness of the appraised valúes 
of imports eaná exports is here most striking. Supposing that 
the same demand for the circulating médium had existed during 
this period as in 1860, when exchange was about par, and the 
supply 11$000 was consequently balanced by the demand, the 
the average depreciation that would correspond to the excess of 
emission would be 7.8 pencé, and would more than account for 
the whole depreciation of the currency. It is, however, certain 
that if the emission of more paper-money, on the one hand 
tended to depreciate the local valué of the currency, the 
largely increased demand for business purposes created by the 
operations of the war itself must have exercised an opposite 
tendency . What the precise valué of this latter demand really was, 
and, consequently, what the true local depreciation, could only 
be decided by determining correctly the balance of intemational 
payments. This, however, we are unable to decide. And, on the 
one hand, if for reasons already given we are inclined to trust 
rather to the local valuations of imports and exports ; on the 
other, it is possible that those of the foreign customs are the 
more correct, and that in reality the fall of exchange was the 
almost exclusive effect of excessive emissions of paper-money, 
and only in a very insignifícant proportion that of unfavourable 
ÍilternQ>tion£t,l trade. 



— Í37 — 

The discrepaucies uoticeable between the local and foreign 
valuations of Brazilian trade for this period aro typical, and 
illustrate the great importance of trustworthy statistics and the 
neccessity of securín^ greater accuracy in the f uture. 
National expenditure rose in consequence of the war from 
Ks.6|413 gold per head in the preWous period to Rs.ll$122, or 
75 per cent. This increase of expenditure was on the conclusión 
of the war never whoUy recovered, the coefficient falling during 
the following period, 1870-1875, only 4 per cent, to an average of 
Bs.l0$808 gold per head, which still represented an increase 
of 63.5 % compared with that of 1861-1864, and continued about 
this rate until the period 1886-1889 when it reached its, máx- 
imum R8.11$334 gold per head. In 1890-92 declined to fls.9$981, 
and in 1893 to Rs.8$319, not because of any absoluto economy in 
the administration, but through the infiuence of the depreciation 
of the currency on the real valué of local expenditure, as is 
shown by the fact that the expenditure appraised in paper- 
money at its nominal valué, which was only Bs.6$636 in 1861-1864, 
rising to R8.14JÍ5384 during tjie war, reached its máximum, 
Rs.19í:532 per head, in 1893. 

The effects of the war on production and exports were, for- 
tunately, not so serio us as might have been anticipated, and the 
slight reduction in the valué of exports, from Rs. 17^819 to 
Rs.l6M19 gold per head, was the result rather of the fall in the 
price of the staplo, cofPee, from 5S729 gold to 4$952 per 10 kilos,, 
than to any reduction of quantity ; on the contrary, cofifee ship- 
monts in this period reached the largo average of 3,055,869 bags. 

During this period National in<?ebtedness was nearly doubled, 
rising from Rs.28>^333 to Rs.40$903 gold per head, reckoning 
paper debts at their nominal valué. Of this the foroign debt, 
which was only 9J227 gold per head in the previous period, had 
risen to 14^223. The intemal debt had rison likewise from 
Rs.8^549 to 12^404 by emission of l)oth *apolices\ or bonds pay- 
able in currency, and *nat¡onaV bonds payable in gold, which in 
1869 for the first time niade their appearance. The increase of 
paper-money, from Rs.l0$832 to R8.14í?289 per head was chiefly 
due to omissions of treasury notes that increased from 35,391:000$ 
to 61,706:000í?, the increase in bank notes being only 12,757:000$. 

Foreign capital imported was very largo, and averaged 
10,958:546í? gold per annum, oquivalent to 6.9 per cent, of 
the average annual intemational crodit or activo, of which 
Rs.8,889:000$ was the product of loans, and the rest of capital 
for railways and other public companies. 

The burden of foreign expenditure increased, exclusive of that 
for the war, 77 per cent, since 1861, from 0$857 to 1$517 per 
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heaiL InclmÍTe of the war expenditiire it wms 5IO02 per head. 
The increAae of both expenditnre and indebtediiesB dnriii^ this 
imhappj period of BrazilÍAii histovy was to be expected imder 
the cJrcnmfltances, hat the failare to reduce the nte of natioiud 
expenditnre, or to make any attempt to pay oñ some part c^ the 
heaTj lialnlitíeB then oontracted after the excuse for snch ex- 
penditnre had ceaaed, cannot be regaided as an nnaroidable 
oonaeqnenoe of the war, and mnst alwajs remain a moet un> 
satúfactory f eatnre of nationai financa 



-Hie 



— 239 — 



THIRO PERIOO 1870-1875 



Average EAte of exchange 

Valué of Exporta (local valnation). 

Valué of Imports (do do) 
= 74.6 per cent, of Exporta... 

Foreign Chargea-including aervice^ 
of federal and other foreign I 
loana, guarantees to foreign I 
capital, and dividenda to f o- ^ 
reig^ companiea 8.2 "/o. of ex- 
porta. 

Imported Capital — 7.2 per cent of 
Expprta and 6.7/!^. of tactivo... 

Foreign Debt, excluaive of intemal 
gold loana held in Europe 

Currency in circulation; Treaaury 
and Bank notea 



Pence. 24.3 

p. capita Ka. 201345 gold 
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15$342 
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1$693 
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1^486 
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ft 
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141018 
f 181554 paper 
¿ 11$047 gold 



Total Indebtedneaa including all 

loana and iaauea of paper- Máximum 
money Mínimum 



Annual Federal Expenditure 



** 
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M 
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n 



Eeyenue. 



f» 



>» 



Déficit. 



C 591427 
¿^$032 

Cl0$808 
^111737 paper 

(9^092 gold 
^9$816 paper 

(l .$716 gold 
( 11921 paper 



Balance of International paymenta 

excluaive of bullion and prívate 

remittancea aa per local valua- 

tiona of exporta and importa + Ra.254,995:778$ gold. 

Balance of International paymenta, 

aa per foreign cuatoma' valua- 

tion + „ 129,457:970$ 

Shipmenta of Coflfee at the Port of f Baga 2,715,495 
Bio Janeiro ; annual average ) Ra. 105,954:0141 



»f 



»» 



— 240 — 

The reductioD of foreign expenditure consequent on the cloee 
of the war from R8,5$002 to R8.1$693 per head, and a great im- 
proTement in the foreign demand for Brazilian produce suc- 
oeedei in regainin^ in less than five jears the economical 
sitnation destroyed by the war, and exchan^ rose rapidly from 
the lowest point it had yet reached, 14d., to an average of 24.3 
pence for the whole period, the highest point it reached being' 
28 i pence in 1875, when paper-mon^^y stood for a short time at an 
absolute premium, as it did again in 1889. 

Exporta increased in valué from Rs.l6$419 to 20$545 gold 
per head in consequence of the rise in the price crf coffee from 
4$952 to 6^^339 gold per bag, the highest average yet attained, 
and which more than compensated the falling off in quantity of 
average shipments at Rio, which fell from 3,003,805 bags in the 
previous period to 2,710,830 per annum. 

Importe instead of iiicreasing showed a positive decrease from 
R8.16^261 to Rs. 15$342 gold per head. Imports duringthis period 
only represented 74.6 % of the valué of exporte and the total in- 
temational Debit (pa»sivo) did not excee*186 per cent, of the valué 
of Exports alone, and 8().9 por cttnt. of the total Credit or Activo ; 
there being, therefore, a balance efjnivalent to 19.1 per cent, of 
the valué of exporta available for importation in the form of 
bullion or apecie. The influence of intemational payments on the 
valué of the currency must, therefore, have been uniformly fa- 
vourable ; and, in view of the continued emissione of paper-money, 
which increased the quantity in circulation from 14|289 to 
18í^554 per hea<l, and muet have exercised a powerful and si- 
multaneous depreciating influence on its local valué, the 
improvement of the valué of the currency and the rise of 
exchange during thie period, it must be concluded, was the 
exclusive effect of the favourable balance of International 
payments. 

To this result the increase of the valué of exports and re- 
duction of that of imports principally contributed, though the 
importation of foreign capital, which still continued on a large 
scale, must have likewise cooperated. Foreign capital imported 
represented 7.2 per cent, of the valué of exports and 6.7 of the 
total activo, and comprised 11,852KX)4$ gold in the shape of 
foreign loans and Rs.3,189:760$ for guaranteed and other under- 
takings. 

The balances obtained respectively for this period from the 
use of local and foreign valuations of imports and exports con- 
tinué to show a great discrepancy, but in this case both indicate 
that they were ijidisputably favourable, the difference being 
one of degree merely. It is, however, notewqrthy that their 
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relative positions are now reversed, whereas the foreign valua- 
tions yielded the more favourable estímate for the previous 
period, they now show an inferior result to that of local valna- 
tions in regard both to the valué of imports and exports. 

The nominal valué of total indebtedness rose from 40$903 
to 59$427, and its real valué from 351114 gold to 461032 per 
head. This was the result partly of the increased real valué of 
the paper money and of that of the intemal debt, but also of a 
positive addition to debt of all descriptions, with the exception 
of the foreign debt which was reduced from 14$223 gold per 
head to 14$018. The intemal debt increased simultaneously from 
11$388 to 261365 (nominal valué), and the paper money in cir- 
culation from 14$289 to 18|554 per head. 

In spite of the general improvement and the increased valué 
of paper-money ezpenditure exceeded revenue by 1|716 gold per 
head. 

Compared with the previous period of the war, ezpenditure f ell 
only 2.8 per cent., and still continued 68.5 per cent, in excess of 
that of 1861-1864, the period previous to the war, if reduced to 

m 

its real or gold equivalent. 

If the nominal valué of expenditure in paper-money is com- 
pared with that of the previous period it shows a reduction of 
18.1 per cent., but a positive increase compared with 1861-1864 
equivalent to 76.8 per cent ! 

The ease with which a favourable balance of intemational 
exchange raised the valué of the currency to par in less than 
five years was so much the easier because the quantity of paper 
money to be operated upon was comparatively small, not exceed- 
ing 18$554 per head. The same conditions of intemational pay- 
ments which then sufficed to raise exchange from 14d. to par 
would to-day (1895) suffice to raise the 789.000.000$ actually in 
circulation from lOd. only to 16J pence. 
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FOURTH PERIOD 1876 TO 1885. 



Average Bate of Exchaiige pence 22} 

Yalne of exporta (local yalnation) perhead B8.16$103 gold 

Valué of importa ( local valnation ) 

= 91.4 per cent, of exporta „ 14;?349 „ 

Foreign Chargea inclnding the service 

of federal and other foreign loana, 

goaranteea to foreign capital, and 

dividenda of foreign oonix>anie3; = 

12.2 i)er cent, of exporta „ 1$978 

Imported Capital = 5.3 "per cent, of ex- 
porta and 5 per cent of activo „ 0$853 

Foreign Debt, excluaive of intemal 

gold bonds i)ayable in Euroi)e „ 

Cnrrency in circulation; Treaaury and ( „ 

Banknotea: ' „ 



>» 



ff 



Total Indebtedneaa including all c laiianí 
loana and iaanea of x>aper-money 1 liiina 

Annnal Federal Expenditnre 
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Sevenue , 



Déficit 
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13$368 

16$951 paper 
13$989 gold 

61$182 

53$358 

101072 

12$234 paper 
71823 gold 
9$573 paper 
2$250 gold 
2$661 paper 
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Bs.5.105:676$ gold 



Balance of International Payments, ex- 
clusive of bullion and prívate remit- 
tancea, as per Local valnationa of ex- 
porta and imports + 

Balance of intemational Payments, aa 
per Foreign Valnationa of exporta 
and importa + Ra.217.725:325$ 

Shipments of coffee at the Port of Rio; ^ 
annnal average (. 



>» 



3.907:846 bags. 
Ea.99.790:745$ gold 



In 1874 the price of coffee had already commenced to fall from 
the high average of 63304 per bag maintained dnring the pre- 
vioua period to the lowest yet registered for any of the perioda 
under analysis, 3$247. The effect of this fall in príce must, 
however, have been greatly compensated by the largely 
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increased output, shiprnents of coffee f rom the Port of Rio 
having" risen f rom the average of, 2,716;830 bags per annum to 
3.907,846, so that its aggregate valué shows a reduction of only 
about 6 % compared with the fall of 48.4 per cent, in its pnce ! 
Nevertheless the valué of exporls shows a reduction of 4$126 
per head, according to local valuations, but only of 0$555 by the 
foreign. If the latter appear to agree better with the statistics 
relative to the valué of coffee shiprnents f rom Rio, the former cer- 
tainly correspond more with the depreciation of exchange 
during this ptriod ; that must lia ve been the exclusive effect of 
unfavourable International balance of payments and the conse- 
quent depression of ail local business, because it was simul- 
ta)ieous with a positivo appreciation of the local valué of the 
currency, effected by the systematic reduction of its volume. 
This is evident if we examine the snndry factors that affect the 
valué of both nominal and international exchange. 

Foreign charges had risen slightly, on the one hand, from 
1$693 in the previous period t<» 1$978, or about 17 per cent., 
whilst imported capital had, on the other* hand, diminished 42 
per cent, from 1S486 per head to 0.S853. These two Ítems will 
accounfc for acertain amount of the depreciation, accompanied as 
they were by an undeniable falling off in the valué of exports, 
but only for a very small proportion. 

The curren<5y, on the contrary, was roduced from Rs.l8$554 to 
Rs. 16$951 per capita, in spite of the emission of 40.000:000$ 
treasury notes in 1878 and 1879, and must have experienced a 
corresponding rise in valué unless other adverse factors had 
simultaneously exercised a depreciating influence. A glance 
at the diagram fronting page 160 will show how these two 
distinct influences uiust have operated during this period, 
one tending to steadily improve, and the other, still more 
powerfully to depress tlie valué of the circulatiug médium. 
The red line, which represents the theoretical variations of 
nominal exchange as influenoed by the qnantity of paper-money 
m circulation, shows that the depreciation caused by the new 
emissions in 1877-79 was not only recovered, but that the valué 
of the currency must have experienced a positivo improvement 
equivalent to id. during the whole period on this account. The 
blue line, notwithstanding, shows an almost uninterrupted de- 
cline, and has no resemblance whatever to the other, or red curve. 
The fall that occurred in the market rate from 1877 to 1878 cor- 
responds very nearly, as would be expected, with the depreciation 
caused by increased emissions, one beiug equiyalent to three pence 
and the other to two and a half . From 1878 forwards, hówever, 
all resemblance in tendency ceases entirely, and whilst the red line 
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Tegiatera a continuouB improrement equivalent to three penoe 
up to 1885, the blue curre ehowa an abnoet iiniíitermpted ¡tall 

olfivepence! 

The balance of pajioeiits obtainsd hy the nse uf local valna- 
tiona of foreign traile bIiows an exceen of Es.5.105:676í gold in 
favour of the countiy. It is poiiiliU that the depredation of the 
cMirrency during thÍB period wns tlio aimultanoona reault of prí- 
vate remittancea, which have not been taien into acconnt, and 
iiiTut have tumed the fnvourable balance against the conntry, aa 
lilao of the local depresaion that bad trad(> invariably oreates, 
whiah would have inflaenced the loca] demandfortheoircnlatmg 
luediumand eierciaoda depreciatini; inflnence on exchangeibat 
neither one ñor the other are aafficient, nor both together, to 
accoont for the treraendoua fall ia eichange ainoe 1879, If we 
tum to the foreign ciutoms valuationa of Braxilian tmde, the 
diacrepancf is stiil more apparent. In thia casa the balance in 
favoar of the conntry ia much more considerable, and amonnts to 
217.725:325$ ifold, which is absolutely irret^oncilable with the 
simnltaneoua depreoiation of the market ratn of ezchanga and 
tbe improvement that the redaction of the volunte of tha 
onrrencj muat have eiercised on it» Talue, even aiakiug; erery 
allonance for the effect of prívate remittanoea and local depres- 
aion of trade. 

We oan, therofore, only oonolode that both local and forei)^ 
valuations of Brazilian foreign trade for this period, at leaat, are 
defectivo and irreooncilable with ¡acte, but that the local valua- 
tiona are lesa so than the foreign. 

The great importance of trustworthy atatistica for the inveati' 
g'ation of economical phenomena ia indisputable. The untrost- 
worthiness of all auch statiatics in relation to Brazilian trade, 
even after they have received the most careful revisión, is 
atrikingly ¡Uustrat^d by the discrepanciea of thia period. 

Total indebtednesa durin^ thia period rose but little, from a 
aominol valué ofRs.59$427perheadto Bs.61$182, and vas the 
excluaive result of additionato the intemal funded debt, as the 
foreign debt had aimultaneonsly fallen from 14ÍD18 to 139368, 
and the paper-money in circulatíon from 181554 to 16Í951. 

Expenditure, aa usual, showed a large excesa over ordinajy 
revenue, equivalent to 25561 paper, or 2Í250 gold, and ita real 
valuó fell very slightly in oonseciUBPCe of the fall of eichange, 
it being 10^808 iu the previous period compared with 10{07Ziii 
thia. 

The real valué oí revenue also declined, but in a far greater 
proportion, frtHu 9Í092 gold to 7t893, ta oonsequenoe of the d^ 
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preciation of the cnrrency and of the cnstom of collecting duties 
in paper, at their nominal in lieu of their real valué. 

With such a system the depreciation of revenue mnst always 
be greater than that of expenditnre, and déficits become un- 
avoidable. 

The unsatisfactory nature of statistics relative to this period 
make positive conclusions if not impossible, at least question- 
able, but must snffice until a thorough analysis of the different 
economical phenomena that correspond to this period, such 
as could only be attempted with f ull access to all the sources of 
information of which the Government disposes, and with ampie 
time at disposal, can be obtained. 



^ 
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FIFTH-PERIOD 1886 TO 1889 



Average Rate of Exchange pence 24J 

Valué of Exporta (local valuation) per head Rs. 16$460 gold 

Valué of Importa ( „ „ ) ... 

89.1 per cent, of Exporta „ 14$667 

Foreign charges including service of 

Federal and other foreign loans, 

guarantees, and dividend of foreign 

capital, = 14.6 per cent, of Exporta. „ 2^216 „ 

Imported Capital = 14.3 per cent, of 

Exporta and 12.0 per cent, of Activo... „ 3$077 „ 

Foreign Debt excluaive of internal gold 

loana payable abroad „ 16$173 ., 

Currency in circulation including ^ „ 143774 pa per 

Treasury and Bank notes ( „ 12$944 gol d 

Total Indebtedness including all 

loana and emissions of paper í Máximum „ 61 $661 „ 

money ( Minimum „ 56$802 „ 

Annual Federal Expenditure \ " ..«o^^rr. " 

( „ 12$858 paper 

„ EeveHue < " ^^^^^ «°1<* 

( „ 11$359 paper 

uencit ^ ^^ 13999 paper 

Balance of International Payments, ex- 
clusive of bullion and prívate remit- 
tances as per local valuations of im- 
porta and exports f Ra.52.852:6913 gold 

Balance of International Payments, 

aa per Foreign valuationa of importa 

and exporta + ^3.223.514:706$ „ 

r 2.990:965 bags 

Shipmenta of Coffee at the Port of Rio ; J t? og 287-974>^ 

No period of Brazilian financial and economical history ia more 
interesting or haa been more generally miaunderatood and mia- 
repreaented than that of 1886 to 1889 ; when, after an unprece- 
dently long period of depreaaion, exchange for the aecond time 
aince the Paraguayan war roae to a rate above pa?*, and paper- 
money to a poaitive premium ! 
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This period is looked baok on by those that only consider 
effects without investigating their causes with 'saudades*, as the 
golden era of national finanoe, and thus by comparison re- 
flects discredit on the present and its institutions. 

The most prominent f act in the statistics for this period is 
that intemational payments represented 95 per cent, of resources, 
or the Activo, and 108 per cent, of the valué of exports, whilst 
imports alone amounted to 89 per cent, of their valué. 

The importation of foreign capital exceeded the rate of any 
previous period, being equivalent to 2|535 gold per head, whilat 
foreign charges likewise rose to their máximum valué, 2|216 
gold per head ! The combined valué of imports and foreign 
charges amounted to 16$923 per head, about 3 per cent, in 
excess of that of exports. Consequently, exoept for the im- 
mense importation of foreign capital during this period the 
favourable balance of intemational payments must inevital>ly 
have been reversed. 

The valué of exports remained much the same as during the 
previous period, 16$460 compared with 16|103. That this was 80,is 
confirmed by shipments of coffee at Rio, which fell from an 
average of 3,^7,846 bags per annum during the previous period 
to 2.990.965; the loss in quantity, however, was compensated by 
higher pnces, so that the aggregate valué remained about the 
same. The valué of imports remained almost stationary at 
141667 compared with 14$349 for 1878-1885. 

The increase of imported capital was derived from the follow- 
ing sources ; 1$921 per head or 106,668:000$ from foreign loans ; 
0$060 per head or 3,339:230$ from the capital of guaranteed rail- 
ways, etc., 0$972 or 13,505,973$ from the capital of unguaranteed 
companies; and 0$129 per head or 7,200:000$ from foreign pro- 
vincial or municipal loans. Every recourse to attract fresh 
capital was resorted to, and the importation was on a scale never 
before witnessed. In consequence, the foreign debt increased 
from 13$368 to 16$173 gold per head. The intemal debt remain- 
ed at about the same nominal valué, but the quantity of paper- 
money in circulation underwent a g^eat reduction, from 16$951 
to 14$774. Consequently total indebtedness exhibited only a 
small increase from 61$182 to 61$661 per head. 

It is impossibleto study theforegoing statistics without coming 
to the conclusión that the improvement in the valué of the cur- 
rency during this period was the almost exclusive result of an 
unprecedented use of foreign credit; and that without the 
importation of capital which reached the enormous total of 
£s.l30.713:203|j equivalei^t to 12 per cent, of th^ total activo or 




reaources lea the fonr yenrs, the coiirse that eichange muet have 
token would havo been probably reversed. 

í fjjeat part of the forei^ capital imported woa utilÍBed in 
radceiuiDK the ourrencf ; the improvemeat m the valué of the 
curronoy dne to thia canal! wfWequivnleBtto a rise of eiohnaife of 
nearty 3 pence, and would hnve suiljued alone t« misu the ta&r- 
ket rute from 20 pence in 1886 to 23 peuce. The balance 
of tlie improvenient froui that rate to 2BJ pence in 1889, the 
higheat rate attained, was without doubt the reault of the in- 
flneao« eicfroiaed on the vnlue of the ourroncy by the onorinous 
imtKtrtation af bullion thnt etuaed, 

It ia true that if tht> fureign cuatoma* raluationa of Brazilian 
trade are eonsaH^d they will tcll a different tale. Importa then 
only represont 73.9 per cent, ol exporta.and the tutal annual debit 
OF paisivo is bnt 91.3 per cent, of the valne of exporta alone, and 
only 56.6 per oent. ofthat of the annual credít or ncfiuo.leaviDg, 
therefore, a balance of Ra .223 .514:706$ in favour of the country, 
compared with only Ra. 52.852:691$, the balance obtained frotn 
local vsluatiooB. 

It, therefore, the foreign valuationa were tie more correct, the 
large balance in favonr of the country would auffldentl j aeconnt 
for the improveinent of oichange without the intervoation of 
foToigii capital at all. 'l'here is, however, no reaaan to believe 
that the íoreign valuationa are the more correct; on the con- 
trary, there are aolid reasons to prefer tho local valuationa. One 
reason may be cited. The price of coffee liad riaen from the low 
aveiage of the preceedinj; period, 3$247 perbagof lObiloa. to the 
Bverage of 5^432 for this period, liut aliiprnenta had fallen-off st 
Bio from an anaual average of 3.907iS46 to 2.990.945 bags 
(Jornal do CoHitEEcia), and the aggrogato valué uf shiprnenta 
remained almoat preciaelj the same aa during the prevíous 
period. Thia wonld be imposaible, aeeing that coffee forma 
the principal export of tlie country, if the favouraOle balance 
preaented by the foroign cuatoma Yttluation were correct. 

If, therefore, the local valuationa of exporta and importa, vhen 
duly oorrected and reducod to their gold equivalent, in reality 
represent ,the relativo valué of one and the other, it ia unques- 
üouahla that without the aaaiatance of forelgn capital tbe 
equilibrium of intematioaal paymenta could not have been 
maintained, and that any attempt to artifioially realize a ceturn 
to apecie paymenta under anch circumatancea waa bound to end 
in failure and dieaeier. 

Unleaa the indiapensable eoonomieaZ equilibrium ia not only 
previoualy realized but capable of being maintained, it is useleas 
to expeot that gold can be retained in the country oc the partiat 



resnmption oí apeoie payments prove anything but B, oatly BJid 
uaeless experimeot. 

An iUuBtratioD of wliat muat Doour in snob cásea ia offered at 
the prceent moiuent in CMle, where apooie paymeuta were i«- 
Bumed witbout preTiaual; aaccFtaiiimg if the economio oondi- 
tiona of the country rendered Buoh aa attempt feasible. la 
cooBequence, butlion and apecie are there rapidly diBappeairing; 
agHin, and a retnm to forced ourrency ia believed to be bat a, 
quostion of time. If eipovta do not aufflce to pay for importa aa 
well as all other fiíed foreijrii chatas, the gold imported, unleaa 
it ia coDtinaoaaly roaewed by the iiuportation of freab foreign 
capital, will inevitsbly drain-away a^ain and disappeaF, sa it 
has done beforo. 

When buth in 1876 and a^fnín in 1889 exchange roae abova the 
apecie point, (about 27^.) the currency ceaaed defacto to be in- 
oonvertible, and go¡d, on the contrary, fell to a diacount. At any 
Tate in exceea of í!?^. tha premium attoined by pnper-money 
oould only be the reault of altightnesa in the money market, and 
of an eíeeagive demfnid. The demand being then loj^ly in exoess 
of the aupply the appreciation of the ciureney must continué 
ontil apecie can be imported in auflScient quantity to aapplenient 
the aDpply of the local ciroulatin^ médium and thua equilíbrate 
the demand. 

The policy porsued by Viaooude de Ouro Preto flJid hia pre- 
deceasora of replaoinR the paper-money by a metallic or |oott- 
Tertible cairency created ao great a reduction in the aapply of 
the ctrculatini; médium in 1888 aud 1889 that ita nominal valué 
exoeeded the real, and its quantity was reduoed to Rb. 13$909 per 
head, eTidently insuAioieat to meet the demand. Had the equi- 
libríum of intemationa! paynients been eimultaneoualy realized 
depreciation would have been impoeaible ao long aa the emiaaion 
oí paper uioney were not increaflcd, and the demand contiiiued, 
thereíore, equívalent to the aupply ¡ there wottld then have been 
no neoeeaity to ooll in the emaU quantity of paper-money ís 
oircnlation to maintain enchange at par. Unfortunatély this 
equilibrinm woa not asaored and, conaequentlj, as soon as the 
available aupply of ^Id for export wag exhansted, althongh tbe 
relativo valúes otthe local demand and aupply may have reraained 
unaltered and, with the eiception of that part attribulablo to 
the balance of intemational paymenta, have poaitively increased, 
the demand for gold bein^ in excesa of the Eupply ita price muat 
have risen, and the currency have been dcpreciated propor- 
tionately if meaenred by this atandard, although ita valué or 
general pnrohaaing power wonld have enttered l» depreciation, 
tbe rise of sume pricea being compensated by the fall of othera. 




It íb, bowever, imposBÍble to retAÍn gold in the oonntry vith 
an inconTertiliIe currency ín operation on aoy other térras th&n 
the reaBiation of the eeonomieal oquilibrimn, If the ViacondB 
de Oarp Preto had reallEed liis ¡ateotion and actually subati- 
tnted apeoie for all the paper cununcy, Kold mnst have continuad 
to lea ve the oqtmtry in protiieply the same insnner. The i'eduotion 
of the Tolnme of the ciuTeiicy in that case, however, would have 
cansed a fall of prices at home, ánd, conaeqaently, an inereasod 
demand abroad, which wquld possibly have been anfficient to 
TedresB the eoonomical equilibriam. 

ThJB antomatiu regiilation of exchimfrea ia preoisely the great 

adrantage posBCBsed by (fold over iaconvertible cnrrenciea, ajid 

a retiun to auoh a syateiii would be ndyaotagooiia chiefly on this 

tUKonnt. Undonbtedlj. Sr. Affonao Oclao luidefstuod the iiia,tter 

I "he had tnken in hand, and endeavuured to secure the necesBtiry 

I \qiiilibrium by the best oiethod available, tho reduotion of the 

r Ijttrdsn of foreign paymenta. Thia be effected by the converaion 

I 'W the ontatanding foreign loane, hearing 5 per oent. intereat and 

F 1 per cent, amortisation, int-o a new deht of only Iporeent, annual 

Intereat and ] per cent, amortisation. In thia manner a large 

econotny waa effe^^ted and the annlinl bnrden of ñxed paymenta 

reEeved ; so that, in spite of the very lari^ positiTe ndditions to 

the foreign debt entailud by tha boirowing- necessary for the 

tedemption of the oureency, the cost of ita annual eervioe fell 

from 25.554:0001 gold in 1889-90 to 23.365:041* in 1890-91. 

Whilst labouring to reduce tho extei'nal annnal liability of the 
country, tho neeesBity of augmenting reaonrcoa waa likowiae 
attended to by affording the asaiatanco to agrioulture and pro- 
dnction that the aitnation oreated by the extincti.m of slaverj 
exai-ted. Had thu project of the aubstitution of a metallic cnr- 
Tency been aotually realiíed, there ia little doubt that it wonld 
have proved ultimately highly adrantageona ta tho ooimtry, bufe 
at firat it ia probable that the ruatriction of local oredit and the 
]o« rate of pricoa that must haré enaued wonld have exerciaed a 
df'preaaive inUuence onproduotionandagncultural developmeut 
and enterpriee generally, that the depreciation of the currency, 
on th« contrary, haa eo powerfully atimnlated. 

Esponditure during thia period roae to the' highest real valne 
it hae attained before or aince, 11S334 per uapita, and taxation 
mnst, therelore, have eiíflcted the largeat proportion of labonr 
or ita equivalent. Eetimated in paper money, eren, the eipend- 
iture alao ehowa av inórense from 12t234 to 12$858. 

Ordinary reTeuoo rose froni 7í803 ¡^Id during the previona 
period to 9J998 per head ; but, in spite of all, déficits continued 
MpTeTionalyaadamonnted to 1|336 gold per capita. 
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Eecapitulating our ccnclnsions relative to this period, it 
would appear that the project of substituting the paper money 
by a metallic cnrrency, however well intended, was premature 
and too artificial to be advantageous. The morality of the im- 
provement of the valué of the currency by such means has 
been already discussed, and shown to be extremely question- 
able. The project thoiigh well conceived and ably carried out,was 
predestined to failure, because the resources of the country were 
insufficient to realize the complete substitution of the currency 
by metallic money, or to realizo the indispensable equilibrium 
of international payments if part rbmained in circulation. 






SIXTH PERIOD 1890-1892. 



Ávarage EateofEitchan)^.,... Pence 17.0 

YslOB of exporta (local valiiation) per hesd R3,18I202 golil 

Valoe of imports „ „ 

= 106.6 per cent, of exporta ., 19Í191 „ 

Foreign chargea, inclading the serrice 

oí federal and other fureign lo&nB 

Ifuaranteea, and divídenda of foreign 

aorapaiiieH,=12.1 peroent. of eiports. „ 2$155 „ 

Importad Capital — 26.5 per cent, of 

exporta and 21 per cent, of activo „ 4(796 „ 

Foreign debt, excluaive of intemal gold 

loana payable abroad „ 18S315 „ 

Currency ¡n oiroaUítioii ; inolndimg ( „ 34SJ84 papor 

Treasury and Bank notbfl j „ 215457 gold 

Total Indebtodness iuclading all 

loans and emis8¡oiis of paper \ luiaim „ a4{065 „ 

í liÜMB .. 64(125 

Annuftl Federal Expenditure í " ,,.„.,, 

(. ,. 16(273 paper 

, ., 8Í059 Bold 

" ^'■'''''"•"' i .. 13íl21paper 

., „ Déficit * " íf^ ^'^ 

( „ 3(154 paper 

Balance of International Papnents ex- 
clusive of bitllion nnd private mmit- 
tancea as per Local Valuations of 
importa and exporta — Bs.l 87.052:088* 8«ld 

Balance of International Paymenta aa 
per Foreign valuations of importa 
and exporta — Rg.36.359:482$ 

Shipmenta of Coffee at tho Port of Rio. í „/,'„,,'.„,, „ 

( 99.213491$ gold 



have operated tbe eittaordinary depreciation of Ihe ( 
(Inring tbÍB period. 




No ofSciiil or local stfttiaties of the foreign trade are avaiUbls 
for thÍ8 period, ajid those here preaented ae local TaluationB a 
merely the foreig:n oiistoiuB' yaluations rednced to their equiva- 
lent 'local' tbIuo ¡n tLo same pcoportion aa wns maintaíned be- 
twecn them ftom 1875 to 1389. 

Whichever, however, of tlie two valuitionH be conanlted the 
reault ia aimilar, un absi>liito balance of paTUieiits agaiost the 
country, and the diffcrenoe merely one of degree ] and, as 
the valuó of buUion and of prívate remittanoeB have been 
omitted altogether, it ia indiapatable that the balance of inter- 
national payments aince 1889 niuat havo been iiniti'rmly 
nnfavourablo, and that a great part of the depreciation of the 
carreocy muat be attribntfld to this caiiae. 

Tho vaina of exporta incroaaed from 16J460 to 18Í2D2 but that 
ol iroporta showed a atili lar^r increase frora 145667 to 19J191. 
This axtraordinar; inoreoae of importa, if inpnrt nttrlbutable to 
the lar^r vnlue lilewiae exported, ia due even more to the de- 
preciation of the currency. If the foieign atatistica relativa to 
the exportation of marchandize to Brazil for thÍH period ore 
eiamined. thej wiU ba found to exhibit an ahnost universal it 
creade of from 30 % npwarda. Tlie valué of importa tíceeda! that , 
of exporta bj 6 per cent, whilat the total intornatíonal debit . 
or pasiÍTio exoeeded the liredit or acíirc hj 18 per oent. 

Forei({n charjíeB, owing to the conversión operation of 1889, 
feU alightly from 2|216per head to 21155 gold ; but total indebt- 
edneea increased enormonaly 36.3 per cent, from a nominal 
valtte of 61S66B in the previoua period to 84S065, owing to ti 
increase of tha intemal debt and of emiaeiona of paper money. 

The enormoua ¡aerease of the currency from 14*774 to 34Í384 
per head, eqaivalent to 140 per cent-, eicaeded aaj poaaible i 
increase nf a legitímate demand for the circulating médium that 
" the flrat anakening of national actÍTity atimulated by tha 
abolition of alaverj" ahould determine, according to the opiniona 
of Dr. Bn; Barbosa and Mr. Olyn, chairman of the London and 
Brazilian Bank, and provoked a violent fall ¡o the local valué oí 
the currency equivalent to moro tban 10 penco; which eould onlj 
have been prevented from having deprutiatad excbange to a 
Btiil lower rato than it aetually reached by the artificial 
movement and demand for the money created by apeculation, 
which in 18S8 had alreadj commenced to show omuiatakable 
evidence of ita inñuenoe. 

Foreign capital, on the other hand, lent but httle aaaiatance 
dnring this period, preciaely when it waa moat needed, and 
cepreaented onlj 7.8 por cent, of tho valué of exporta, whilat 
dnring the former period it reaobed 14,3 per cent. 
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Eveiything, therefore, conspired to ínflate the intemational 
debt or p<uñvo, and to reduce the valoeof the credit or <ictivo. 

The only redeemin^ feature oí the whole financial sitaation 
was the redaction in the real valué oí expenditure^ oonaeqoent 
on the fall of exchange, from 11 $334 to 9|981 gold; but, as 
revenue also/eZ2 off from 9$998 to 8$059 gold, déficits contúmed 
to accumulate as previonsly. 

With such a fínancial and economical situation the depre- 
ciation oí the currency was inevitable; ñor can a permanent im- 
provement be expected exoept bj removing the causes of disturb- 
anee, and restoring the equilibrium of exchanges, by either 
reducing the volume of the currency or decreasing theproportion 
of imports to exports, or both. The attempt to reestablish this 
equilibrium by means of foreign loans obtained on onerous 
terms may afford a temporary relief, but must ultimately leave 
the economical situation worse than before. 

The situation which must be faced may be summed np in few 
words. An annual expenditure largely in excess of revenue, 
an exhausted treasury, shrinking resources, and vanished 
foreign credit; all conspire to créate a situation so dangerous, 
that unless it be vigorously handled must end in disaster and 
bankruptcy. 

It will be interesting to examime the causes that lead to such 
a degringolade. 

The initial fall of exchange in 1889 on the proclamation of the 
Republic was purely speculative, the transitory efiPect of a panic 
or loss of confidence in the political situation, that alone and 
unaocompanied by any real cause could not have been sufficient 
to determine a permaneat depreciation of the currency. The 
large accession to the ordinary demand for bilis and gold for 
export that this panic originated was not confinad to foreigners 
alone, but participated by the National Bank and others who 
hastened to realize and place their specie securely abroad. 
In view of the very large accumulations of bullion and 
specie, this extraordinary demand could not liave permanently 
affected the rate of exchange had the equilibrium of inter- 
national payments been a fact instead of a pleasing fiction. As it 
was, it merely precipitated matters by anticipating what must 
have inevitably have taken place unless staved off by fresh 
foreign loans, as the whole available balance in the hands of 
European bankers was already reduced to about <£2.213.0CX) at 
the cióse of 1889. 

The equilibrium of the supply and demand for bilis would, as 
soon as this extraordinary demand were satisfied, have righted 
itself again if that of international payments had not been itself 
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in an imstable state/or ií some other real canse had not cooper- 
ated in the permanent depreciation of the currency. Confi- 
denoe wonld have been re-eetablished and gold letumed to tbe 
ooxmtry. 

This real cause was supplied fírst by the unprecedented 
increase in the volume of the currency, which produced the cor* 
reeponding depreciation of nominal exchange, and confírmed 
the initial fall that speculation originated ; and this fall was in 
its tum exaggerated and perpetuated by the final disequilibrium 
of international exchange causad by the exhaustion of the 
proceeds of the f oreign loan and the ever increasing ratio of 
the valué of imports and other foreign obligations to that of 
exports. 

The disorganization of the federal revenues resulting f rom 
the transfer of the export duties and other revenues, 17.000:000$ 
per annum, to the States could not but add to the difficulties of 
the situation, which the additional duties or surtaxes on imports 
did not compénsate. Revenue consequently fell ofP from Bs. 
9$998 to 81059 gold per head. 

That the supply of money in 1889 was insufficient to satisfy 
the demand is preved by paper-money having risen to a pre- 
mium of 5í per cent. What the precise valué of the supply then 
was cannot be determined, becarse it must have been largely 
supplemented by the immense quantities of specie that entered 
into circulation as soon as the valué of the currency became 
equal to that of gold. 

The general extensión of credit that foUowed the gigantic 
importation of foreign capital in every form soon found the 
volume of the currency, even when supplemented by specie, 
insufficient for the speculation it engendered, and damored 
for more. The first attempts to satisfy the demands were 
modest and tentativo, and limited to the emission of con- 
vertible notes. As the fever of speculation grew the demands 
for more paper-money became more and more imperious, and 
coinciding with the critical political crisis, proved irresistible. 
Prudence was thrown to the winds and emissions followed each 
other with lightning rapidlty^^until the volume of the currency, 
which in 1889 did not exceed Es. 198. 815 : 562$, rose to 
Rs.555.825:000| in 1891, and to Rs.606.917:750$ in 1892 ! 

The average depreciation of the currency that corresponded to 
excessive emission for this period was equivalent to 6d., or a fall 
from par to 21d.; the rest) of the depreciation, equivalent to 5d. 
was therefore, the result of the unfavourable nature if internar 
tional bi^ances. 
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The tig-htnefíB of papec-moaoy observable in 1888 and 1889, e 
which Speculators interpretad as an insufficienoj of the ci 
lating niedinm, waa in reality the first premoaitory Bfmptaiu of 
the epidemic of epeculation tbat 'ere long was to swe«p all befors 
it; and it was to the miflconntruction nnd misappreheasion of 
thiB ayraptom by the responsible anthoiities that may be traoed 
the origin of the whole aubsequent disaatroua policy of t 
Btricted emisaion and " largos horiamtei. " 

In an eloquont flig'ht of his exuberant tancy Dr. Bny Barbosa 
depicted not only the len^h to whioh this epeculative manía 
mngt have already attaiined, butthe general misappmheneionaa 
to ita tuiture, and that thia was shared by the Oovemuient of 
which he f ormed part. 

" The first awahening of national activity stiniltlated by the 

. abolition of slavery gave riae to innumerable banking, ¡Ddnstrial 

and commercial undertaking^, the impoitance of whiub in only 

1 18 montha (18B8-1890) icaí eqwal to ali Ihe simaltaneous enler- 

I priííi nf tixty yean of the /omier rejinií ,'" 

Stewart MiU tbiía describes the periodioal ({rowth of specula- 
tire manía, " After a few years of economy ao muoh additional 
" capital has been accnmnlated that ¡t no longer is poaaíble to 
" invoat it at the nanal rate of profit." 

In Brazil the fall in the rate of profita waa provoked, not ao 
mnch by accumolation of capital or diffioulty of placing it at a 
I íeaiuiieratiYe rate of intereat, as by the inoreased coat of pro- 
equent on the suppreaeion of alaTery and to the 
Teduction of nominal pro&te (ia paper-money) cauaed by the riae 



Suoh an epidemic oommencing in 1838 coutinued to 1891 until 
tbe contagión had attacked all i'Iaeaea, and created an iinpre- 
cedented expanaion of credit that only ¡ed atlll more the adren- 
torona apirita. 

The imprecedentod iBSTie af pnper-money and ita conaeqnences, 
froni whioh we are still auffering, waa but the logical and inevit- 
able conaequence of thia prevailíng^ epidemic, and would in all 
probability have never occarred, or would certainly have never 
attained auch gigantic proportions, bad the speculative mania 
been checked, or never permitted to aaaame an epidemic fonn. 

The reaponsibility for the preBpnt state of affaira must, thcre- 
fure, be shared by all who either failed to observe the birtb and 
growth of thia speiiulative mania, whioh wa» in full swing before 
the advent of the repuhlioan regime, on which the blarae i» 
UBually laid, Undoubtedly, the membera of the Provisional 
aovemment inonired, in commoa with the previoms gorerumenti 
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a eerions reBponsibilitry in not rocogrnizmg the dun^^r of such a, 
fiLutastic Bpirit, and in pltute of chuukin^, aotaall; enooaraK'iiiif 
itB developuK^nt by imprntlent or iiiirefl«oted luciLBurtia, 

Whether or no the same eíTeate would not have beeii priHluced 
by the samt initial tíAnseB, even without any ohange in the 
fonn of Govemmeiit, is a problem that can never be solved, but 
nbioli pOBBSBBes eveiy elsmont of possibility jud^ng from the 
courae eventa were alruady takin^ ¡n 1889. 

A pnident and cantioua adroiniHtration, might. pechaps, have 
Bavud the aituation, but it is (Joublfiil if at that period suoh an 
adminiatration conld have baen colleuted, oí, if fonnd, cranld havs 
for lon^ reaisted the preaaiire and contagian of the apecnlative 
inania that Bwept all before it. 

If, therefore, it be remembered, that the very membere that 
oomposed the new poTemnwnt were alroady viotinis ot the prt- 
vailin^r contagión, in oommon wíth tlie reat of the comraunity, 
and oompolled to aee everything of a golden hiie throiigih ^lo- 
rified spectacles, the eztraoi'dímu'y apectacle that Rio Janeiro 
exhibited frout 1SB9 to 1891 becomeB more intelligible, and the 
condnct of the proyisional Government more excusable. 

That under the intoiicatin;; ínfluence of this contagión all 
wamings were aet aeide on tho mere croakings of hopeleSH 
poísimÍBta or "Sebattianislas," was natural; and only similar to 
what has happonud in every otber conntry wbere a similar epi- 
demíc haa matnred. Such was the tiperieace of Law's magni- 
ficent acheme to enrich humanity by unlimited emissiona of 
paper-money. Its disaatrous failurc, however, did not prevent 
the equally disaetroua " South Sea Bubble," ñor the uaüíaited 
iíBne of asBignatB aii^in in ISOO, ñor the repetition of Himilar 
disaat«rs ín 1889-90 in Baenos Airea, ñor did it in Braxil itself 
nor anywliere elee, and never will, because men muat, indivi- 
dnally and colieotively gain theirown eiperience, and are either 
unable or imffilling to profit bj the experience of othera. 

Tho atability of all bodies, organic or inorganic, as of our 
social Byatem, dependa on the equtlibrimn of its tiouiponent 
atoms or elementa. The simple introduction or contact of a 
foreign element is often sutScient to dostroy that equilibriiuu, 
never to be regaiuod. 

In the samo raanner the Snancial eiiliilibrium, so loborioualy 
and artifiuially realized in 1889, waa destroyed by the aution of 
two foreij^n diaturbing elementa; Speralation tho offapriug of 
the very proBperity it was dostined to deatroy, and Heroíulion 
with ita fundamental distorbancia of iiloaa and inatitntiona. 

Had uither of thoso two distiu^bíng fai^tora asted alone, ita 
ettecta would have provud leas complete and leas painful. 
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Speculation áLone would have tuiuaed iimah ínjucy, but daly 
obaerTed and chi>uked b; a. prud^nt a.dmÍ!iÍHtra.t[on, its resalts 
mnat haré been ephemeral and easilj remediad. 

The BÍfacÍB of the Revolution, or rather BTolution, of 1B89 
v-oiild similaTly, haré been leas injiirioua had it not cníncided 
with ths deTelopmemt of fhs speculatíve manía, and thua preci- 
pitated and exaeserated the fal! of exoban^, inevitable in 
»ny oase. 

To Biich a combination of Bitraordioary' aircmnatancea and 
permanent causea muat be at.tributed the ofÍ^Íd of the last (;reat 
depreoiatiou of the onrrency i the reaponaibilíty f or whioh cor- 
responda neither to thía uor to the late regime, btti f o boih ¡ and 
if to one more than another then rathet' to the Eoipire. because 
tlie finaucial polic; pursued by the Bepublic was but the logical 
eequence ai tfaat preTÍously initiated and put into execution. 

Comparison of the Economical and Financial Situaiion 
in 1861-1864; 1886-1889; and 1893. 





1861-1864 


,sse-«s. 


1893 




17*817 
13S914 
1Í690 

1$246 

9S227 
10Í556 
281333 
27S7CH 
6S413 
6S034 
5Í816 
&t034 
01597 
0Í602 
2 
81.5 

9.6 

7,6 

6,8 


16S460 
14*667 
2S155 

2Í355 

18Í315 
14S774 
613661 
26SB02 
11Í334 
11S559 
9S993 
11S369 
1Í336 
1Í999 

89.1 

12.1 

14.3 

12,0 




" " importa 


17Í749 




0$681 

18Í693 
42S282 
92S175 
5aS149 

8Í319 
16*194 

6*898 
16*194 

1S422 

3*361 

93 
11.2 
3.2 

3.1 


Fraeign debt excluaive of Na- 
TsoNiT, LoAsa (pold) 

Currenoyi» 

Total debt (oiclnsiTe ot Maií no 
floatingdebt) Mínimo 

Expenditure. ^^'^ 

Ordinary lievenue ^^, 

=>*" pSS 

ExchanEe, 90 daya rate. penen 
Batió of imports to exporta % 

" " FOBBION CHiBOKB 

. to exporta % 

Satio of lurouTBD capital 
to eiporta. % 

Batió of IltPORTED CAPlTiL 

UiActivo % 



Coniparing the atatiatiea for the yeac 1893 with thoae of the 
period 1865-1867 ít wíll be foimd that the valué of exports has 
increaaed only 7 "/,i ; from 17S817 to 9Sl>73 gold per head, whüat 
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imported capital has fallen oñ from 1$246 to 0$581 ^sfold per head. 
On the other hand the valué of importa has increased from 
13$914 to 17$744 per head, or 69 per cent, whilst foreign charles 
have simultaneously grown from 1$690 to 2$146. Consoquently, 
whereas in the period 1861-1864 the balance of trade was uni- 
formly fayonrable and the international debit or passivo only 
repreaented 91.9 per cent, of the activo, in 1893 the balance was 
unfavourable and the passivo, exc^eded the activo, by 12 per cent. 
The economical situation in 1893 has, therefore, greatly 
deteriorated if compared with 1861-1864, the total available 
resouroes being insiifficient to satisfy the international obligations 
of the country, but that this, in spite of the growth of foreign 
charges, has not affected individual prosperity is shown by a com- 
parison of the balance that remained over after exporta had 
satiafíed the fixed foreign charges of the State in both instances. 

In 1861-1864. Exporta yielded Rs. 17$817 gold per head 
and inl893 Ka. 19$073 

In 1861-1864. Foreign charges coat Ra. 1$690 
andin 1893 " 2$146 

In 1861-1864 a balance remained of Bs. 16$127 
andinl893 of " 16§927 

In 1893, therefore, the balance that remained per head after 
payment of all taxes was only yery slightly lesa than in 1861-64 ; 
but if this result is compared with that of 1886-1889 the advan- 
tage is all in fayour of the present. 

In 1886-1889 Exports yielded an 
average of Es.l6$460 gold per head 

In 1886-1889 Expenditure amounted to " 11$334 
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Es. 5$126 

Leaving a balance diaposable of "Ra. 5$126; compared with Rs. 
10$753 gold in 1893 ! 

There can be little doubt, therefore, aa to which period was 
more advantageoua to production, and to the development of 
the moat importan t induatriea of the country. 

If the same compariaon be instituted on a paper-money basía 
the advantAge becomes atill more apparent. 

The valué of exports yielded 1886-89 1893. 

an annual average of.... Rs. 181106 paper, Ra. 44$783 papor 
National Expenditure 

amounted to " 12$858 " " 19$552 *' 



Rp. 51248 paper Rs. 25$231 paper. 



In 1893, tlierefure, although the annunJ exponditure hikl in- 
creased 76 per cent, if eatimated at it» doqiíeihíI vaJiie tlie balance 
thab reuiained over after exporta had aatisfied all expendiCure 
vos almoat Eve times greatoc than in 1886-18S91 Unless, 
tberefoiv, the cost ot production had altto ríaen in a similiu' 
ratio it la imqueslionable that prodiiction and eiporta muat have 
Tealised a íar hígherrate of pro6.t both real nnd nominal, tliom in 
1886-1839 wheii eiuhaoga was »t or near to par. 
Tt baa beea Hhown tliat the cost of production has noí riaen in 
proportion U> the price of exporta; on tha contrary that wagea 
^ve snffered a depreciation of about 30 per oent, in their real 
or irold valué, whilst the riaein tbeir nominal valué has beanonly 
attherate of aboutI6per cent, and the cost of other expenditnre, 
induding that on acconnt of rent, taxea and eren of imported 
merchandine, if it has riaen more than that of labour, has bot 
done Bo in the aarne proportion ae the valué of exporta themaelvea. 

During the period 1861-1864, we have seen, the balance that 
remained over after eettling all foreign charges was Ba. 16$127 
gotd per head, whilst in 1893 it had inoreased, in apíte of the 
aimultaneoiia growth of the burden of foreign chaires, to 16Í927 
per head. If, then, the tax-payer preferred in 1893 to liquidato 
his balance by receiving ifca equivalent in the ahape of imporí«d 
mercbandize inatead of bullían, as in 1B61, this connot nJter the 
fact that in 1893 he diapoaed of a larger amount per head than 
he did previoualy. In point of fact, he not only imported gfooda 
to the valué of the balance that remained ovar t« him after 
Eatisfying fisiml exigenciea, but actually encroached on the 
moietj that waa requieite to meet thoae chargea, so that the 
bltal International debit or paisivo exceeded the valué of exporte 
by 12 per cent, and that of the total reaourcea or activo by 7 per 
cent.; and thns npaet the balance of intemational paymenta. 
The importation in 1893 waa, and atill ia, therefore, unquestionably 
excesaive ; not becauae exporta alone were inaufficient to pay for 
thera— as importa repreaenied only 93 per cent, of the valué of 
exporta — bot becauae they were inaufficienttooover both the valué 
of importa and that of foreign expeuditure of the Stat« aa well. 

The eiceaaive importation haa been hquidated hitherto by 
meana of the aaaiBtance of foreign capital ; but BUch a syetem 
muet neCBBBarily eome to an end aomeday, whenthe Coimtrywill 
leam that nationa, like individúala, cannot "have their cate and 
eat it too"; and that, if they williuaiat on foreatalling revenue and 
hypothecating the íuture without any effort at ourtailing' their 
individual eipenditure ot foreign or imported goods, they are 
thereby acoumulating a burden of debt that will some day 
become tmbearable, and mnat and in diaaster and diacredit. 
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The problem that we propoeed to aolve at the commenoement 
of thÍ8 analysis is therefore decided in the negative; and exporta 
proved to have been absolutely insufficient without the períodical 
aasUtance of foreign capital to satÍBÍy the foreign obligations of 
the country. Fixed charg^s alone, it has been secn^ exact from 
11 to 12 per cent, of the yalue of exporta, whilst importa demand 
payments equivalent to 93 per cent ! ünlesa, therefore, either 
foreign charges or the yalue of importa can be reduced, either 
bankniptoy or the pcriodic appeal to foreign credit is inevitable. 
Foreign fixed Charges are incapable of further reduction, at all 
events for the preaent; the only reaonrce, therefore, ia to reduce 
the valué of importa, the sine-qua-non of economical equilibrium. 

It ifi not that the debt of the country ia exceaaive, on the 
oontrary it compares moat favourably with that of far leas 
productivo countriea ; ñor yet that it ia diaproportionate to the 
valué of production and exporta, of which its chargea only 
represented 11,2 per cent, in 1893 ( whereaa the aervice of the 
Argentine debt, if it were paid integrally repreaenta 34.7 per cent. 
of the valué of exporta in 1894 ) but that we are unwilling to 
curtail our exi>enditure or deny ouraelvea the luxury of spending 
more than we can afford on foreign warea, whilat the modus 
operandi both of the inconvertible currency and of the defectivo 
fiscal system of collecting duties on imports both conspire to 
eúggerate the tendency towarda extravagant importation. 

Besist as we may, reduction of the valué of importa muat enaue 
eventnally; as it is impossible either to continué indefínitoly to 
liquídate the exoess by meana of foreign loana, ñor to leave it 
unpaid. The aooner, therefore, the better. 

If we are to compare the relationa of the taxpayer in 1861-64 
with that in 1893 we ahall see that the poaition was not so ad- 
vantageous. 

1861-64 1893 

Exports yielded Rs. 17$817 Ka. 19$073 per head 

Expenditure waa " 6$413 " 8$320 



f* tí 



The balance that remained waa Ra. 11$404 Ra. 10$753 per head 

The inevitable conclusión that muat be drawn, therefore, ia 
that howaoever inconvenient the depreciation of the currency 
may have been from a fínancial point of view, it has proved a 
real advantage and atimulua to the productivo industries and 
exporta. 

It is sometimos pretended that the advantages gained by 
these industries must be acquired at the cost of labour, and that 
the fall in the rate of w&ges represents an equivalent injury 
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inflicted on the most deserving class of the community. This, 
however, is not so certain ; on the contrary there is every reason 
to believe that the rise effected in the nominal rate of wages 
already counterbalances the general rise of prices, and that the 
valué of wages, that is their general purchasing power, has 
undergone no reduction whatever. If, however, the pnce of 
wages does not, in fact, correspond to the general rise of other 
prices, the excessive demand for labour may be trusted to raise 
it to itg proper level, so that the same standard of living whioh 
labour previously exacted will be maintained whatever exchange 
may be. 

The total indebtedness of the country including the paper- 
monoy in circulation has increased 190 per cent, per head since 
the period 1861-1864, and 49.4 per cent, since 1886-1889. The 
increase has been greatest in paper-money, emissions having 
increased 300.3 per cent, per head since 1861-1864, and 186 per 
cent, since 1886-1889; the internal debt likewise registers an 
enormous increase of 234 per cent, per head since 1861-1864, hut 
only 20 per cent, since 1886-1889. The increase of indebtedness 
of every description internal and f oreign without any serious at^ 
tempt at amortisation of the former is nnquestionably the most 
unsatisf actory f eature of national fínance ; but is inevitable so 
long as we continué to import more than we can pay for, and 
until expenditure is balanced by revenue. 

Putting aside the consideration of relative indebtedness, it is 
unquestionable that if the ñnancial situation of the country has 
greatly deteriorated since 1861, it is because proper measures 
have not been adopted to ensure the equilibrium, and not because 
the economical condition of the nation has sufifered; on the 
contrary it has vastly improved if compared with the period 
1886-1889. 
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CONCLUSIÓN. 



Reconstitution of the Financial and Económica! 

Equilibrium. 

The problem to be solved is not so much how to raise the 
valué of the ourrency as how to maintain it at an unif orm and 
constant vaJue. 

The artificial improvement of its valué has been shown to be 
as unjust to debtors as a similar depreciatiou would be to credi- 
tors; whilst it is an accepted fact that what really i d jures 
both trade and industry i», neither a high ñor a low, but the 
oscillating valué of the ourrency; and although opinions may 
differ in other respects, they are unanimous in condemning the 
injury that the unceasing alterations of valúes, and the specula- 
tive element that they introduce, inflict on every class of business. 
If, then, it were possible to communicate a stable valué to the 
currency it must be advantageous to all concerned, and go far 
tó checkmate the manoeuvres of Speculation in exchange, which 
only continúes to exist on the chance of the wide margins. 

Any prospect of Exchange again reaching par seems, in view 
of the enormous mass of paper-money to be operated on, to be 
indefinitely postponed. The fall of exchange during the last 
six years to a lower point than it ever previously reached has 
been mostly compensated by the gi*adual adjustment of all prices 
to suit the new conditions thus evolved, but not without trouble 
and resistance in regard to the price of labour, at least. If the 
currency were again to rise to par, prices and valúes must be 
again disturbed, and provoke an inverseresistance to the inevit- 
able reduction of wages by Capital, and a frosh disorganization 
of the relations of Labour and Capital. Such constant friction 
is dangerous, unhealthy, and certain to provoke an antagonism 
as determined as that which separates the two classos in Europe. 

This antagonism, which is suroly an anomaly on American 
soil, where the excessive demand should ensure the equitable 
remuneration of labour, is, nevertheless, indisputably progres- 
sive in the Argentine Republic, and owes its origen, we are con- 
vinced, to the disturbing factor exercised by the oscillating 
valué of the currency. Similar causes must produce in Brazil 
as elsewhere similar effects, and if the immobilization of the 
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tbIob of tha Qorreaoy prodaced no further reaolt tha.a ti 
malization of tha relationa of Labúur and Capital it would even 
then be well worth attempting. 

If then the roBuiiiption of specie paTineota or the attAÍnment 
of ¡lar valae by the currancf appearH to be indeflnitely post- 
poaed, the only mean? of arrivins at any deSnite atability ia tha 
vaina ol the onirení^ consista in rednoin^ ita par vaina to anch 
a rate aa ia not likel; to be again diatnrbed, 

The redoction of the^ar atandard valué haa been Bevaral timea 
propoaed, thougii alwaja at a. rate in excesa of the actual depre- 
□iation. Tbua the Jornal da Bfaxü propoaed some time a,go to 
reduce the standard vaine f rom 27 to 17 pense . 

Tbere can, however, be no advantage in fixing the standard 
valué at any mte that would eiaot any effort to raise the vaina 
of the cuirency to that level, as thia would entail all the 
disadvantagea and confer nono of the advantages of such an 
opeíatiou. The injury tliat a rednation of the standard valué 
would inflict on certain classes of creditora would, aa haa been 
shown.be limitad almost eicclusivaly to the holdera of internal 
bonds (ojjolices) payable in ourrencj, who would thuB be debarred 
from any oontingeut advantaí^ that a posaible apprecialion of 
the currenoy might eonfer; but even so the permanent depreoia- 
tion would be more apparent than real, one of price rnther than 
of valué, and would probably be preferrod to the almost certain 
further depreuiation that muat eusue, unless soma measures are 
adopted to realize the Bconomical eqnilibrium and check the 
fall of e)u;han^. 

It then the standard valué ware to be reduced at all it is well 
that the measure ahould be radical, as otherwise it muat fail in 
its objeota. The preaent rate at which excbang-e has now 
oacUlated forsomeyeara 10 penes might then be advantageously 
adopted aa the new standard valué of tlie milreia. 

All previoua obligations contracted in ^Id on tha baaia of 
27d. to the milreia, it ia of cour^ understood, would be raai}OjtQd. 

The reduction ot the standard valué would then ensure aome 
permanency in exiating prioes and valuea and thus enaure to 
produotion, for aome yenrs to come at laaat, the uuquaationabla 
adfantagea that a low rate of exchange oonfard. Thcse may be 
recapitulated aa follows : 

lat. A. low rate of exchoD^ reduces the coat of exporta and 
taiBea profits thus iitimulati ig produotion, and coiinterbalancing' 
in soma de^^rea the injury inflict«d by protictice tariffs. 

2nd. A low rate of aiohangc tunda to reduce tha profits of 
foreign capital eniployed in the coiintry, and to lowar the cost of 
freights and of production generallj. 



— 265 — 

3rd. A low rate of ezohan^ enables the administration to be 
«BRÍed on at a leas real cost and, oonsequently, with a lesa saori- 
ílee on the part of contríbutors. 

On the other hand the disadyanta^s are not nnmerons : 

Iflt. A low rate of exchanfife tends to stimulate importation 
•even more than ezportation, and thns to perpetnates and exag^- 
geratee the disequilibrinm of intemational paymente. 

2nd. It tends to reduce the real valué of revénue and increase 
the nominal valué of taxation^ and to perpetúate defioíts. 

It Í8 olear that unless simultaneous steps are adopted to 
nentralize the disadvantages that a reduction of the standard 
yalne would opérate, little real benefít could result from suoh a 
measure. No equilibrium of intemational payments can be 
•assnred imless the stimulus to importation, that the low rate of 
ezchange and the system of collecting duties of their nominal 
valne confor, is neutralized. This can only be effected by an 
increase in the rate of duties charged, and by their recovery on 
a gold basis in proportion to the motallic expenditure of the 
Catión. Unless the equilibrium of intemational payments is thus 
Assured no reduction of the standard valué can produce any 
relief, and exchange would continuo to depreciate again, as has 
occurred in Chile, and previously in Brazil, where the par valué 
■of the milreis has already been twice reduced, once in 1833 from 
67i to 43^ pence, and again in 1846 to 27 pence. 

To reduce foreign charges is not practicable, whilstto increase 
•ezports demands both time and patio^ice. The only alternativos 
that remain are to either reduce the valué of imports, or to con- 
tinué the ruinous system of borrowing. 

The advantage of f(»eign trade consists in it enabling us 
to exchange our superfluous products for the greatest quantity 
attainable of usef ul or agreeable objects that we ourselves are 
unable to produce except at a much greater expenditure of 
labour, or of an inferior quality. The greater the quantity and 
valué of the imports we receive, theref ore, the g^ater should 
be the advantage secured. This, however, would only be a 
positivo advantage if it were the result of an exchange of 
products such as has been indicated, and disappears when it is 
in part acquired by hypothecating the future. This is what 
actually occurs. Brazil imports more foreign goods than her 
resources permit her to pay for, and trusts to foreign capital to 
liquidate the balance. To put a stop to this excessive impor- 
tation must, therefore, be the sine qua non of the economical 
equilibrium without which any attempt at improving the valué 
of the currency is but labour lost. 



The only remedy ia the increoae of dutiea oa importa 

CAre mnst be eiereisod that sncli an inoreaae shaU. augiuent 

aa little a,B possible the cost of production and exporta, 

exempting aa far as poasible the commoditiea índíapecaablí 

tíioae industñea ¡ as, otherwiae, the deaired ahrmkagv of importa 

may be accompaniod bf a aimultaneona but imweloorae reduo- 

tion of exporta ae well. If in 18B9 conaumere could nfford to 

pay a dnty an imported gooda equifalent to 43 per cent, oq their 

Mal Tolue, they can afford it atill. Tbe retura to the líaCu quo 

of 1889, which would be tiimUar to the coUection of dutjea 

wholly in gcJd, wonld be eqnivalent to an íncreaBe of 48 per 

cent, of the eñating dntiea (1894) and haa been ahown to be 

nnneoeBBary to aseare the financíal, eqailíbriain ; but a, aimtlar 

ftr even greater inorease of dutíea may be neceaaary to aeoure 

. üiat of intemational payments -. and if the coUection of part or 

f the vhole of the duties in gold or on a gold boiia proved inautB.- 

L gíent to reduce the valué of importa, the dutics muat be again 

I < ^ranced until the equilibriom of paymenta ia de&iitely attajned. 

I TTnleBS each sncceBSÍTe increaee of dutiea were acoompanied by 

1 intemal or exciae tai, they maat resnlt in a falling-off of 

rerenue ; ao that the economical equilibriuui would be attained 

only at the expense of tbe ^noncial. The problem ia dual, 

both financia! and económica!, and no measures taten to ensuie 

One independently of the other are likely to gire any bat a 

purely tranBÍtory relief. Wben once the tme canaes of the dis- 

tnrbance are fnlly recognized it becomea poaaible to adopt the 

neceBsary meaaures to remove it, and to fominlate a defiíüte 

policy to aecure a aimultaneoua and laatii^ retum of both 

flnanciaJ and economical prosperity. 

Such a policy tnay be aumnted up in the foUowing programme. 
Wo more loans, or ¡(uaranfees. 
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ERRATA. 

Page 

7. Sqiii oí the official Taluation of exporta; for 649.452.'054|» 
read 6498.402K>54I. 

15. Table of the Movement of Importa ; for 1890-1862, read 
1890-1892. 

25. On 35th Une, for " Uniese every inorease of f oreign charges 
is aocompanied by a positive increase of importa" 
read increase o/exports. 

40. For the period 1861-1867 read 1861-1869; and for the real 
or gold coet of the aervioe of the intemal debt for 
same period, in lien of 74.098:820$ read 4.098:820$. 

50. Service of the f oreign and national gold debt for 1890-1892 ; 
in Heu of 83.609:124^ read 89.609:124$; and for the 
service of the total federal debt 1886-1889, in lien of 
45.570:506$ read 42.570:505$. 

59. Beceipts and expenditnre of the Santos By ; for period 1871- 
1885 read 1876-1885; and for the annnal expenditnre 
1886-1889, in lien of 1.712:014$ read 2.712:014$. 

63. Beceipts of all foreign guaranteed railwaya ; for period 1888- 
1890 read 1886-1889. 

76. Table of f oreign capital inyested in Brazil; for period 1891- 
1892, read 1890-1892 ; and in the colmnn ahowing total 
expenditnre, for 970.461:188$, read 976.461:188$. 

79. Annnal average charges for profits of f oreign capital ; for 
6.344:156$ read 6.944:156$. 

94. Comparison of Frenoh yaluations of ooffee with Bio prices; 
for 34.326:000$ read 35.326:000|. 

108. Corrected local valnations of importa for 1879-1888 ; in lien 
of 1041.820:432 read 2.041.820:323$. And for the Batió 
of local valnations to foreign valnations of importa ; 
in lien of 981 %, read 98.1 %. 

132. Foreign expenditnre of the Ministry of Agricolture ¡ in lien 
of 6.126:278$ read 6.146:278$. 

138. Line 21, for "And the valué of the onrrency rose 17} penoe 
to par,'* read "/rom 17J penee to par," 

161. Total valué of notes incirculation 1876-1885 ; for 205.534:869$, 
read 204.271:286$. 

173. 36th line, for " In gold it represented a dividend of 16.7 % 
read 18.7 % . 

185. Lines 5 and 20, for 1861-1869, read 1864-1869. 

186. Line 4, for 16.6 % , road 18.6 %. 

188. Line 22, for g^uarantee amounted to 33.079:037$, read 
32.079:037$. 

197. Table at foot of page, for Valué of importa duty paid = 

609.136:491$, read 909.136:491$. 

198. Line 35, for in 1893 the revonue obtained from importa 

was 169.005:000$, read 196.005:000$. 
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